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Agency Mission  

The mission of the Texas Higher Education Coordinating Board (THECB) is to provide leadership 

and coordination for Texas higher education and to promote access, affordability, quality, 
success, and cost efficiency through 60x30TX, resulting in a globally competitive workforce that 
positions Texas as an international leader.   
 

Agency Vision  

The THECB will be recognized as an international leader in developing and implementing 
innovative higher education policy to accomplish our mission. 
 

Agency Philosophy  

The THECB will promote access to and success in quality higher education across the state with 

the conviction that access and success without quality is mediocrity and that quality without 
access and success is unacceptable. 
 

The THECBôs core values are: 
Accountability:  We hold ourselves responsible for our actions and welcome every opportunity 
to educate stakeholders about our policies, decisions, and aspirations. 

Efficiency:  We accomplish our work using resources in the most effective manner. 
Collaboration:  We develop partnerships that result in student success and a highly qualified, 
globally competitive workforce.  

Excellence:  We strive for excellence in all our endeavors. 
 
The Texas Higher Education Coordinating Board does not discriminate on the basis of race, 
color, national origin, gender, religion, age or disability in employment or the provision of 
services. 
 

Please cite this report as follows: Texas Higher Education Coordinating Board. (2020). Budget requirements and  

annual financial reporting requirements for Texas public community colleges. Austin, TX. 
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In troduction and Highlights  

Introduction  

This manual provides a comprehensive set of definitions, rules, formats, and illustrations for Texas 

public community and junior colleges to use for consistent and uniform reporting. This manual 

also conforms to all applicable Governmental Accounting Standards Board (GASB) Statements. 

The intention behind this manual is to help  each public community and junior college adopt the 

business-type activities (BTA) model for use in preparing its annual financial reports and to follow 

the other  guidelines explained in this document. 

The concepts and formats attempt to comply with Generally Accepted Accounting Principles 

(GAAP), which include pronouncements of the GASB and Financial Accounting Standards Board 

(FASB), where applicable. Any deviation from the reporting requirements specified in this manual 

or in GAAP that are caused by institutional policy should be minimal and should not mislead an 

informed reader. Section 7, Notes to the Financial Statements, includes examples that may need 

to be modified to  fit an institution's actual circumstances. If a footnote clearly is not applicable, a 

negative assurance footnote is not required. 

Deviations from the concepts or formats presented in this manual should be approved by Texas 

Higher Education Coordinating Board (THECB) staff before the submission of the annual financial 

report. Deviations should be disclosed in the Notes to the Financial Statements. 

The Community College Annual Financial Reporting Requirements Committee, which is comprised 

of community college business officers, representatives from public accounting firms, and THECB 

staff, reviewed and approved these requirements. Direct any questions to THECB staff at (512) 

427-6101. 

Institutions should forward their  bound and audited financial statements (in the quantity 

indicated) to each agency listed in Section 2.1 of this manual and submit them electronically to 

the THECB by January 1  of each year. 
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Highlights  

Budget Reporting Requirements  
 
The reporting requirements for the Annual Budget are provided in this manual. 

Report of Fundable Operating Expenses (RFOE)  
 

The reporting requirements for the Report of Fundable Operating Expenses are not provided in 

this manual. They are published online at http://www.highered.texas.gov/reports/PDF/2823.PDF. 

 

FY2 and FY1  
 

The acronym FY2 is used to refer  to current year information; FY1 is used for prior year 

information. The use of acronyms to denote fiscal years will expedite revisions to future manuals. 

The institutionôs audited report will need to show the four -digit year where FY2 and FY1 are used 

in the manual. 

 

http://www.highered.texas.gov/reports/PDF/2823.PDF
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Changes and Updates  

GASB Statements  
 

All GASB statements up to No. 97 were reviewed for applicability to the community colleges. 

Implementation status and applicability information are provided below. Consultation with your 

external auditor and/or the THECB is appropriate concerning treatment of any statements outside 

this manual. 

GASB Statement 83  

GASB Statement 83 Link  

Certain Asset Retirement Obligations. This statement establishes criteria for determining the 

timing and pattern of recognition of a liability and a corresponding deferred outflow of resources 

for asset retirement obligations (AROs). It requires the measurement of an ARO to be based on 

the best estimate of the current value of outlays expected to be incurred and requires that a 

deferred outflow of resources associated with an ARO be measured at the amount of the 

corresponding liability upon initial measurement. In addition, this statement requires the curren t 

value of a governmentôs AROs to be adjusted for the effects of general inflation or deflation, at 

least annually, and requires a government to evaluate all relevant factors , at least annually, to 

determine whether the effects of one or more of the factor s are expected to significantly change 

the estimated asset retirement outlays.  In cases where governments are legally required to 

provide funding or other financial assurance for their performance of asset retirement activities, 

this statement requires disclosure of how those funding and assurance requirements are being 

met, as well as the amount of any assets restricted for payment of the governmentôs AROs, if not 

separately displayed in the financial statements. This statement also requires disclosure of 

information about the nature of a governmentôs AROs, the methods and assumptions used for 

the estimates of the liabilities, and the estimated remaining useful life of the associated tangible 

capital assets. 

Effective date  ï The requirements of this statement are effective for reporting periods beginning 

after June 15, 2018. Earlier application is encouraged. 

Community college implementation  ï Originally planned for FY 2019 but is now required for 

implementation in FY 2020 (if not previously implemented), as a result of GASB 95. 

GASB Statement 84  
GASB Statement 84 Link  

Fiduciary Activities . The objective of this statement is to improve guidance regarding the 

identification of fiduciary activities for accounting and financial reporting purposes and how those 

activities should be reported. This statement establishes criteria for identifying fiduciary activities 

of all state and local governments. Separate criteria are included to identify fiduciary component 

units and postemployment benefit arrangements that are fiduciary activities.  This statement also 

https://www.gasb.org/jsp/GASB/Pronouncement_C/GASBSummaryPage&cid=1176168669945
https://www.gasb.org/jsp/GASB/Pronouncement_C/GASBSummaryPage&cid=1176168669945
https://www.gasb.org/jsp/GASB/Pronouncement_C/GASBSummaryPage&cid=1176168808109
https://www.gasb.org/jsp/GASB/Pronouncement_C/GASBSummaryPage&cid=1176168808109
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provides for recognition of a liability to the beneficiaries in a fiduciary fund when an event has 

occurred that compels the government to disburse fiduciary resources. 

Effective date  ï The requirements of this statement are effective for reporting periods beginning 

after December 15, 2018. Earlier application is encouraged. 

Community college implementation  ï Originally planned for FY 2020 but is now postponed 

to FY 2021, as a result of GASB 95. 

GASB Statement 87  

GASB Statement 87 Link  

Leases.  The objective of this statement is to better meet the information needs of financial 

statement users by improving accounting and financial reporting for leases by governments.  This 

statement increases the usefulness of governmentsô financial statements by requiring recognition 

of certain lease assets and liabilities for leases that previously were classified as operating leases 

and recognized as inflows of resources or outflows of resources based on the payment provisions 

of the contract. This statement establishes a single model for lease accounting based on the 

foundational principle that leases are financings of the right to use an underlying asset. Under 

this statement, a lessee is required to recognize a lease liability and an intangible right-to-use 

lease asset, and a lessor is required to recognize a lease receivable and a deferred inflow of 

resources, thereby enhancing the relevance and consistency of information about governmentsô 

leasing activities. 

Effective date  ï The requirements of this statement are effective for reporting periods beginning 

after December 15, 2019. Earlier application is encouraged. 

Community college implementation  ï Originally planned for FY 2021 but is now postponed 

to FY 2022, as a result of GASB 95. 

GASB Statement 88  

GASB Statement 88 Link  

Certain Disclosures Related to Debt, including Direct Borrowings and Direct 

Placements. This statement is designed to improve consistency in the information that is 

disclosed in notes to financial statements related to debt, including direct borrowings (su ch as 

entering into a loan agreement with a lender) and direct placements (such as issuing a debt 

security directly to an investor), and to provide financial statement users with additional debt 

information. Summarized information about the following items  should be disclosed: amounts of 

unused lines of credit, assets pledged as collateral for debt, and terms specified in debt 

agreements related to significant (1) events of default with finance -related consequences, (2) 

termination events with finance -related consequences, and (3) subjective acceleration clauses. 

Effective date  ï The requirements of this statement are effective for reporting periods beginning 

after June 15, 2018. Earlier application is encouraged. 

https://www.gasb.org/jsp/GASB/Pronouncement_C/GASBSummaryPage&cid=1176169177502
https://www.gasb.org/jsp/GASB/Pronouncement_C/GASBSummaryPage&cid=1176169177502
https://www.gasb.org/cs/ContentServer?c=Pronouncement_C&cid=1176170317296&d=&pagename=GASB%2FPronouncement_C%2FGASBSummaryPage
https://www.gasb.org/cs/ContentServer?c=Pronouncement_C&cid=1176170317296&d=&pagename=GASB%2FPronouncement_C%2FGASBSummaryPage
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Community college implementation  ï Originally planned for FY 2019 but is now required for 

implementation in FY 2020 (if not previously implemented), as a result of GASB 95. 

GASB Statement 89  
GASB Statement 89  Link  

Accounting for Interest Cost Incurred before the End of a Construction Period. This 

statement requires that interest cost incurred before the end of a construction period be 

recognized as an expense in the period in which the cost is incurred for financial statements 

prepared using the economic resources measurement focus. As a result, interest cost incurred 

before the end of a construction period will not be included in the historical cost of a capital asset 

reported in a business-type activity or enterprise fund.   

Effective date  ï The requirements of this statement are effective for reporting p eriods beginning 

after December 15, 2019. Earlier application is encouraged and the requirements of this 

statement should be applied prospectively. 

Community college implementation  ï Originally planned for FY 2021 but is now postponed 

to FY 2022, as a result of GASB 95. 

GASB Statement 90  

GASB Statement 90  Link  

Majority Equity Interests ï an amendment of GASB Statements No 14 and No. 61. The 

primary objectives of this statement are to improve the consistency and comparability of reporting 

a governmentôs majority equity interest in a legally separate organization and to improve the 

relevance of financial statement information for certain co mponent units. The requirements of 

this statement will improve financial reporting by providing users of financial statements with 

essential information related to presentation of majority equity interests in legally separate 

organizations. 

Effective date  ï The requirements of this statement are effective for reporting periods beginning 

after December 15, 2018. The requirements should be applied retroactively, except for the 

provisions related to (1) reporting a majority equity interest in a component unit and (2) reporting 

a component unit if the government acquires a  100% equity interest. Those provisions should be 

applied on a prospective basis. 

Community college implementation  ï Originally planned for FY 2020 but is now postponed 

to FY 2021, as a result of GASB 95. 

GASB Statement 91  
GASB Statement 91  Link  

Conduit Debt Obligations. The primary objectives of this statement are to provide a single 

method of reporting cond uit debt obligations by issuers and eliminate diversity in practice 

associated with (1) commitments extended by issuers, (2) arrangements associated with conduit 

debt obligations, and (3) related note disclosures.  This statement requires issuers to disclose 

https://www.gasb.org/cs/ContentServer?c=Pronouncement_C&cid=1176170835811&d=&pagename=GASB%2FPronouncement_C%2FGASBSummaryPage
https://www.gasb.org/cs/ContentServer?c=Pronouncement_C&cid=1176171226939&d=&pagename=GASB%2FPronouncement_C%2FGASBSummaryPage
https://www.gasb.org/cs/ContentServer?c=Pronouncement_C&cid=1176172735479&d=&pagename=GASB%2FPronouncement_C%2FGASBSummaryPage
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general information about their conduit debt obligations, organized by type of commitment, 

including the aggregate outstanding principal amount of the issuersô conduit debt obligations and 

a description of each type of commitment.  Issuers that recognize liabilities related to supporting 

the debt service of conduit debt obligations also should disclose information about the amount 

recognized and how the liabilities changed during the reporting period.  

Effective date  ï The requirements of this statement are effective for reporting periods beginning 

after December 15, 2020. Earlier application is encouraged. 

Community college implementation  ï Originally planned for FY 2022 but is now postponed 

to FY 2023, as a result of GASB 95. 

GASB Statement 92  
GASB Statement 92 Link  

 
Omnibus 2020. The objectives of this statement are to enhance comparability in accounting 

and financial reporting and to improve the consistency of authoritative literature by addressing 

practice issues that have been identified during implementation and application of certain GASB 

statements. The statement addresses a variety of topics and includes the following: Statement 

No. 87, Statement No. 73, Statement No. 74, Statement No. 84, and other topics.  

The application of this statement is expected to provide more comparable reporting and improve 

the usefulness for financial statement users. 

Effective date  ï Some requirements of this statement are effective upon issuance, and others 

are effective for reporting periods beginning after June 15, 2020. Earlier application is 

encouraged. 

Community college implementation  ï Certain provisions planned for FY 2020 and others 

postponed to FY 2022, as a result of GASB 95. 

 
GASB Statement 93  
GASB Statement 93 Link  

 
Replacement of Interbank Offered Rates. (IBOR). The objective of this statement is to 

address accounting and financial reporting implications resulting from global reference rate 

reform. Government agreements in which variable payments made or received depend on IBOR, 

most notably the London Interbank Offered Rate (LIBOR), will be affected, as LIBOR will cease 

to exist at the end of 2021. Rate provisions in Statement Nos. 53 and 87 will also be affected.  

Effective date  ï Most requirements of this statement  are effective for reporting periods 

beginning after June 15, 2020; however, requirements regarding the removal of LIBOR as an 

appropriate benchmark are effective for reporting periods beginning after December 31, 2021. 

Earlier application is encouraged. 

Community college implementation  ï Originally planned for FY 2021 and is now postponed 

to FY 2022, as a result of GASB 95. 

https://www.gasb.org/cs/ContentServer?c=Pronouncement_C&cid=1176174146106&d=&pagename=GASB%2FPronouncement_C%2FGASBSummaryPage
https://www.gasb.org/cs/ContentServer?c=Pronouncement_C&cid=1176174465560&d=&pagename=GASB%2FPronouncement_C%2FGASBSummaryPage
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GASB Statement 94  
GASB Statement 94 Link  

 
Public -Private and Public -Public Partnerships (PPPs) and Availability Payment 

Arrangements (APAs).  The objective of this statement is to improve financial reporting related 

to PPPs and APAs by establishing the definitions of these arrangements and providing uniform 

guidance on accounting and financial reporting for transactions that meet those definitio ns. This 

statement will enhance the decision usefulness of financial statements by requiring  governments 

to report assets and liabilities related to PPPs consistently and disclose important information 

about PPP transactions. 

Effective date  ï Requirements of this statement are effective for reporting periods beginning 

after June 15, 2022. Earlier application is encouraged. 

Community college implementation  ï Planned for FY 2023 

 
GASB Statement 95  
GASB Statement 95 Link  

 
Postponement of the Effective Dates of Certain Authoritative Guidance. The objective 

of this statement is to provide temporary relief to governments and other stakeholders in light of 

the COVID-19 pandemic. This is accomplished by postponing the effective dates of certain 

provisions in statements and implementation guides that first became effectiv e or are scheduled 

to become effective for reporting periods beginning after June 15, 2018, and later. The effective 

dates of certain provisions contained in the following pronouncements are postponed by one 

year: Statement Nos. 83, 84, 88, 89, 90, 91, 92,  93, and Implementation Guide Nos. 2017-3, 

2018-1, 2019-1, and 2019-2. The effective dates of the following pronouncements are postponed 

by 18 months: Statement No. 87 and Implementation Guide No. 2019 -3. 

Effective date  ï Requirements of this statement are  effective immediately. 

Community college implementation  ï Planned for FY 2020 

 
GASB Statement 96  
GASB Statement 96 Link  
 

Subscription -Based Information Technology Arrangements (SBITA). The objective of 

this statement is to (1) define a SBITA; (2) establish that SBITA results in a right-to-use 

subscription (intangible) asset and a corresponding subscription liability; (3) provide the 

capitalization criteria for outlays other than subscription payments; and (4) require note 

disclosures regarding a SBITA. 

The statement provides an exception for short -term SBITAs with a maximum contract term of 12 

months. Subscription payments for short-term SBITAs should be recognized as outflows of 

resources. 

https://www.gasb.org/cs/ContentServer?c=Pronouncement_C&cid=1176174514238&d=&pagename=GASB%2FPronouncement_C%2FGASBSummaryPage
https://www.gasb.org/cs/ContentServer?c=Pronouncement_C&cid=1176174601032&d=&pagename=GASB%2FPronouncement_C%2FGASBSummaryPage
https://www.gasb.org/cs/ContentServer?c=Pronouncement_C&cid=1176174709720&d=&pagename=GASB%2FPronouncement_C%2FGASBSummaryPage
https://www.gasb.org/cs/ContentServer?c=Pronouncement_C&cid=1176174709720&d=&pagename=GASB%2FPronouncement_C%2FGASBSummaryPage


CHANGES AND UPDATES 
 

  

8 
 

Effective date  ï Requirements of this statement are effective for reporting periods beginning 

after June 15, 2022. Early implementation is encouraged. 

Communi ty college implementation  ï Planned for FY 2023 

GASB Statement 97  
GASB Statement 97 Link  

 
Certain Component Unit Criteria, and Accounting and Financial Reporting for Internal 

Revenu e Code Section 457 Deferred Compensation Plans ðAn Amendment of GASB 

Statement No. 14 and 8 4, and a Supersession of GASB Statement No. 32. The primary 

objectives of this statement are the following: (1) increase consistency and comparability in the 

reporting of fiduciary component units where the potential component unit does not have a 

governing board and the primary government performs those duties; (2) mitigate costs associated 

with the reporting of certain defined contribution pension plans, defined cont ribution other 

postemployment benefit (OPEB) plans, and other employee benefit plans as fiduciary component 

units in fiduciary fund financial statements; and (3) enhance the relevance, consistency, and 

comparability of the accounting and financial reportin g for Internal Revenue Code (IRC) Section 

457 deferred compensation plans that meet the definition of a pension plan and for benefits 

provided through those plans. 

Effective date  ï The requirements of reporting defined contribution plans, defined contribut ion 

OPEB plans, or other employee benefit plans that are administered through trusts are effective 

immediately. The requirements related to reporting on fiduciary component units and 457 plans 

are effective for reporting periods beginning after June 15, 20 21. Early implementation is 

encouraged. 

Community college implementation  ï Planned for FY 2020 for one section of the statement 

and FY 2022 for the others. 

 
 
 

https://www.gasb.org/cs/ContentServer?c=Pronouncement_C&cid=1176174784070&d=&pagename=GASB%2FPronouncement_C%2FGASBSummaryPage
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Section  1:  Budget  and Investment Act Reporting Requirements  

 

1.1 Budget Filing Requirements and Distribution List 

1.2 Investment Act Requirements 
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Budget Filing Requir ements  

Budget Filing Requirements and Due Date  
The annual budget requirements are contained within a rider in the General Appropriation Act. 
For the current reporting period, the requirement may be found in  Rider 3(d) for Public 
Community/Junior Colleges in the General Appropriations Act, HB 1, 86 th Texas Legislature, 
Article III-218: 

 

ñEach community/junior college must file by December 1  of each fiscal year directly with 
the Governor, Legislative Budget Board, the Legislative Reference Library, and the Texas 
Higher Education Coordinating Board, a copy of an annual operating budget, and 

subsequent amendments thereto, approved by the community/junior college governing 
board. The operating budget shall be in such form and manner as may be prescribed by 
the board and/or agency with the advice of the State Auditor providing, however, that 

each report include departmental operating budgets by function.ò 
 

Budget Distribution List  
Please send the budgets to the offices indicated, and not en masse to the THECB. Delivery 
instructions are contained in THECB rules, Ch. 13., sections 13.43 and 13.44. 

Electronic Copies   

 
Process  
 

Electronic Address  Details  

FTP Post Coordinating Board 
 

https://www2.thecb.state.tx.us/  

 

Username: audit-collection 
(all lower case)  
Password: EVN1A3eC Once 
uploaded, you will see an 
ñUpload successfulò 

message. Please include 

your FICE code in the title 
of the file. For example, 

006321BUD2020.pdf.  

FTP Post Legislative Budget Board 
http://docs.lbb.state.tx.us/Login.aspx  

A username and password 
are required. 

Bound, Paper Copies   

Number of 
Copies  

Mailing Address  Street Address  

One (1) Governorôs Budget & Planning 
Office, email to: 
budgetandpolicyreports@gov.texas.gov 

Governorôs Budget & 
Planning Office 
 

One (1) Legislative Reference Library 
PO Box 12488, Capitol Station 

Austin, TX 78711 

Leg Reference Library 
1100 Congress, Room 2N.3 

Austin, TX 78701 

https://www2.thecb.state.tx.us/
mailto:budgetandpolicyreports@gov.texas.gov
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I nvestment  Act  Requirements  

Investment Policies  
 

The governing body of an investing entity shall adopt by rule, order, ordinance, or resolution, as 
appropriate, a written investment policy regarding the investment of its funds and funds under 
its control.  The investment policies must: 

 

(1) be written;  

(2) primarily emphasize safety of principal and liquidity;  

(3) address investment diversification, yield, maturity , and the quality and capability of 

investment management; and 

(4) include: list of the types of authorized investments in which the investing entity's funds 

may be invested; the maximum allowable stated maturity of any individual investment; 

for pooled fund groups, the maximum dollar -weighted average maturity; methods to  

monitor the market price of investments acquired with public funds; a requirement for 

settlement of all transactions, except investment pool funds and mutual funds, on a 

delivery versus payment basis; and procedures to monitor rating changes in investments 

acquired with public funds and the liquidation of such investments consistent with the 

provisions of Texas Government Code, Section 2256.021. 

As an integral part of an investment policy, the governing body shall adopt a separate written 

investment strategy for each of the funds or group of funds under its control . Each investment 
strategy must describe the investment objectives for the particular fund using the following 
priorities in order of importance:  

  

(1) understanding of the suitability of the investme nt to the  financial requirements of the 

entity;  

(2) preservation and safety of principal;  

(3) liquidity;  

(4) marketability of the investment if the need arises to liquidate  the investment before 

maturity;  

(5) diversification of the investment portfolio;  and 

(6) yield. 

The governing body of an investing entity shall review its investment policy and investment 

strategies not less than annually. The governing body shall adopt a written instrument resolution 
stating that it has reviewed the investment policy and investment strateg ies and that the written 
instrument so adopted shall record any changes made to either the investment policy or 

investment strategies. A written copy of the investment policy shall be presented to any person 
offering to engage in an investment transaction with an investing entity or to an investment 
management firm under contract with an investing entity to invest or manage the entity's 

investment portfolio.   
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Investment Officer Training  
 

An investment officer shall attend a training session not less than once each state fiscal biennium 
and may receive training from any independent source approved by the governing body.  
 

Governing Board Training  
 
Each member of the governing board and its investment officer shall attend at least one training 

session relating to the person's responsibilities under this chapter within six months after taking 
office or assuming duties. Training under this section must include education in investment 
controls, security risks, strategy risks, market risks, diversification of  investment portfolio, and 

compliance with this chapter. 
 

Authorized Investments  
 

Authorized investments include, but are not limited to,  obligations, including letters of credit, of 

the United States or its agencies and instrumentalities; direct obligatio ns of this state or its 
agencies and instrumentalities; collateralized mortgage obligations directly issued by a federal 
agency or instrumentality of the United States, the underlying security for which is guaranteed 

by an agency or instrumentality of the United States; other obligations, the principal and interest 
of which are unconditionally guaranteed or insured by or backed by the full faith and credit of 
this state or the United States or their respective agencies and instrumentalities, including 

obligations that are fully guaranteed or insured by the Federal Deposit Insurance Corporation or 
by the explicit full faith and credit of the United States;  obligations of states, agencies, counties, 
cities, and other political subdivisions of any state rated a s to investment quality by a nationally 

recognized investment rating firm not less than A or its equivalent; and  bonds issued, assumed, 
or guaranteed by the State of Israel.  Texas Government Code, Section 2256.009, provides for 
the authorized investments that are obligations of, or guaranteed by , governmental entities and 

should be reviewed for a complete listing.  
 

Annual Reporting  
 

The Texas State Auditorôs Office (SAO) requires that higher education institutions report to the 

SAO certain investment information prescribed by Sec. 6, Expenditure Provisions, (5) Investment 
Reports in Special Provisions Relating Only to State Agencies of Higher Education in the General 
Appropriations Act, HB 1, 86th Texas Legislature, Article III -261. Those requirements include, 

among other provisions within the rider language : 
 

(1) posting on the institutionôs website by December 31 each year (a) its Annual Investment 

Report (Including Deposits), (b) its responses to three investment-related questions, and 

(c) the most current version of its investment policy  (or policies, if more than one) ; and  

(2) submitting to the SAO, also by December 31 each year, an Annual Tracking Report for 

Investment Reporting by Higher Education Instituti ons. 

The SAO forms can be found at the below link: 
http://www.sao.texas.gov/Resources/HigherEducationInvestmentReporting/ 

  

http://www.sao.state.tx.us/Resources/IntAud/pubfunds.html#5
http://www.sao.state.tx.us/Resources/IntAud/pubfunds.html#7
http://www.sao.state.tx.us/Resources/IntAud/AnnualTrackingReport.docx
http://www.sao.texas.gov/Resources/HigherEducationInvestmentReporting/
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Reports  
 
The investment officer shall quarterly prepare and submit to the governing body a written report 

of investment for all funds for the preceding reporting period. The report must: describe in detail 
the investment position of the entity on the date of the re port; be signed by each investment 
officer; contain a summary statement of each pooled fund group that states the: beginning 

market value for the reporting period; ending market value for the period; and fully accrued 
interest for the reporting period; sta te the book value and market value of each separately 
invested asset at the end of the reporting period by the type of asset and fund type invested; 

state the maturity date of each separately invested asset that has a maturity date; state the 
account or fund or pooled group fund in the state agency or local government for which each 
individual investment was acquired; and state the compliance of the investment; and relevant 

provisions of this chapter. The report shall be presented not less than quarterly to  the governing 
body and the chief executive officer of the entity within a reasonable time after the end of the 
period. If an entity invests in vehicles other than money market mutual funds, investment pools , 

or accounts offered by its depository bank in t he form of certificates of deposit, or money market 
accounts or similar accounts, the reports prepared by the investment officers under this section 
shall be formally reviewed at least annually by an independent auditor, and the result of the 

review shall be reported to the governing body by that auditor.  
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Section 2:  Annual Financial Report (A FR) Requirements  

 
2.1 Filing Requirements 

2.2 Report Content 

2.3  Technical Specifications 

2.4  Sample Table of Contents 

2.5  Sample Organizational Data 

2.6  FAQ (Frequently Asked Questions) ï Report Requirements 

2.7  Checklist ï AFR Requirements 
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Filing Requirements  

Report Due Date  
 
The audited AFR as described in Section 2.2 of this manual has a stated due date of January 1  

of each year. To clarify, the audit or must certif y the audit , but the audit  does not need to be 
approved by the governing board before submission. 
 
The Data Collection Form, according to the Office of Management and Budget Uniform Grant 

Guidance ñSuper Circularò section 200.512 (a), states that ñthe reporting package described in 
paragraph (c) of this section must be submitted within the earlier of 30 calendar days after receipt 
of the auditorôs report(s), or nine months after the end of the audit period.ò 
 

Distribution List  

 
Use the following information when delivering the collegeôs AFR by January 1 of each year. Certain 

agencies no longer require paper copies. 
 
Electronic Copies  

Process  
 
Electronic Address  

 
Details  

   

FTP Post Texas Higher Education Coordinating Board 
 
https://www2.thecb.state.tx.us/  

 

Username: audit-collection (all 
lower case)  
Password: EVN1A3eC  
Once uploaded, you will see an 
ñUpload successfulò message. 

Please include your FICE code 
in the title of the file (for 

example, 006321AFR2020.pdf). 

FTP Post Legislative Budget Board 
 

http://docs.lbb.state.tx.us/Login.aspx  
 

A username and password are 
required.  

Email Texas Association of Community Colleges  

documents@tacc.org 
 

Subject should read: 

ñDistrict name, FYXX 
Auditò 

Email Comptroller of Public Accounts 
frs@cpa.texas.gov 

 

Subject should read: 
ñDistrict name, FYXX 
 Auditò 

Email Texas State Auditor 
submitreports@sao.state.tx.us 
 

  Subject should read: 
  ñDistrict name, FYXX 
  Auditò 

Email Governorôs Budget & Planning Office Subject should read: 
 Office of the Governor ñDistrict name, FYXX 
 budgetandpolicyreports@gov.texas.gov Auditò 

 

https://www2.thecb.state.tx.us/
http://docs.lbb.state.tx.us/Login.aspx
mailto:documents@tacc.org
mailto:submitreports@sao.state.tx.us
mailto:budgetandpolicyreports@gov.texas.gov
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Bound, Paper Copies  

Number  Mailing Address  Street Address  
 

One (1) 
Legislative Budget Board 
PO Box 12666, Capitol Station 
Austin, TX 78711 

Legislative Budget Board 
Robert E. Johnson Bldg. 
1501 North Congress, Fifth Floor 

Austin, TX 78701 
 

One (1) 
House Appropriations Committee 
PO Box 2910, Capitol Station 

Austin, TX 78769 

House Appropriations 
Committee 

1100 Congress Ave., E1.032 
Austin, TX 78701 

 
One (1) 

Senate Finance Committee 
PO Box 12068, Capitol Station 
Austin, TX 78711 

Senate Finance Committee 
1400 N. Congress, E1.072 
Austin, TX 78701 

 
One (1) 

Legislative Reference Library 
PO Box 12488, Capitol Station 
Austin, TX 78711 

Legislative Reference Library 
1100 Congress, Room 2N.3 
Austin, TX 78701 

 
 

Federal Audit Clearinghouse 
Bureau of the Census 
1201 E. 10th Street 

Jeffersonville, IN 47132 

See the following note for 
Federal Single Audit Report 
Filing Requirements 

   

 

Federal Single Audit Report  Filing Requirements  
 

Federal Audit Clearinghouse . Each college is required by the Office of Management and 
Budget (OMB) Uniform Grant Guidance to file  with the Federal Audit Clearinghouse a federal 

ñData Collection Formò and one copy of the ñReporting Package,ò which is essentially the AFR 
and an additional copy of the AFR, for each federal-awarding agency that has a related audit 
finding ... as reported by the auditor in the schedule of findings and questioned costs. In addition , 

an AFR must be provided to each pass-through agency where there is an audit finding . Please 
note that the college and the auditor are both required to enter data and cer tify the submission. 
You will need to coordinate this process with your audit firm. The due date is 30 days after the 

date of the audit report.  
 
Pass-Through Agencies . Also, notification of no finding must be provided to each pass-through 

agency (a copy of the AFR may be provided in lieu of this notification). Some pass-through 
agencies require a copy of the AFR regardless. For example, the THECB requires a copy of the 
AFR.



ANNUAL FINANCIAL REPORT (AFR) REQUIREMENTS  2.2  
 Report Content  

 

17 
 

Report Content  

Report Content and Order  
 
Each published audited financial report should include the items listed below. (Examples are included 
in Sections 2 thru 11.) Arrange the items in the order below , as shown in Section 2.2 through Schedule 
D. The arrangement of the remaining items is at the discretion of the institution.  

¶ Table of Contents 

¶ Name and Terms of the Board of Trustees 

¶ Principal Administrative Officers and the Business and Financial Staff 

¶ Report of Independent Certified Public Accountants on the Basic Financial Statements, 

including report on Schedule of Expenditures of Federal Awards and report on Schedule of 

Expenditures of State Awards (except in specified conditions ï see American Institute of 

Certified Public Accountants pro forma reports) 

¶ Management Discussion and Analysis 

¶ Statement of Net Position (Exhibit 1) 

¶ Statement of Revenues, Expenses, and Changes in Net Position (Exhibit 2) 

¶ Statement of Cash Flows (Exhibit 3) 

¶ Notes to Financial Statements 

¶ Required Supplementary Information (GASB 68 pension schedules) 

¶ Required Supplementary Information (GASB 75 other postemployment benefits schedules) 

¶ Supplementary Schedules A through F as listed in Sections 9 and 10 of this manual 

¶ Audit Reports Required by OMB Circular A-133/2 CFR part 200, subpart F and the Uniform 

Grant Guidance (https://www.ecfr.gov/cgi -bin/text -idx?node=sp2.1.200.f): 

Á Report of Independent Certified Public Accountants on Internal Control over 

Financial Reporting and on Compliance and Other Matters Required by 

Governmental Auditing Standards 

Á Report of Independent Certified Public Accountants on Compliance for Each 

Major Federal and State Program and on Internal Control over Compliance 

Required by OMB Uniform Grant Guidance and the State of Texas Single Audit 

Circular 

Á Report on Fraud, Abuse, or Illegal Acts (only when observed) 

Á Schedule of Findings and Questioned Costs (see OMB Circular A-133/2 CFR part 

200, subpart F and the Uniform Grant Guidance, Sec. 200.512 (c) (1 -4) for 

required items. 

Á Schedule of Corrective Action for Audit Finding and Questioned Costs (if needed) 

Á Summary Schedule of Prior Audit Findings (if needed) 

¶ Audit reports required by the State of Texas Single Audit Circular (similar to reports 

required by OMB Uniform Grant Guidance). The circular is Section IV of the Uniform Grant 

Management Standards (UGMS) (https://comptroller.texas.gov/purchasing/grant -

management, click link for UGMS PDF).  

¶ (Optional) Statistical Supplementary Schedules, Section 11  

https://www.ecfr.gov/cgi-bin/text-idx?node=sp2.1.200.f
https://comptroller.texas.gov/purchasing/grant-management
https://comptroller.texas.gov/purchasing/grant-management
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Comparable Data  
 
Texas community colleges are required to present comparative statements. All the statements, 

footnotes, and Managementôs Discussion and Analysis (MD&A) need to be comparative. Schedules 
A through D need to contain memorandum totals only for the previous ye ar. 
 

Required Supplementary Information  
 
Application of GASB Statements 68 and 75 require community colleges to present four required 

supplementary information (RSI) schedules. The GFOA states that RSI schedules (other than 
MD&A) should be presented immediately following the notes to the financial statements.  The RSI 
schedules required by community colleges under GASB 68 and 75 are: 

 
¶ Schedule of [Employerôs] Proportionate Share of Net Pension Liability 

¶ Schedule of [Employerôs] Contributions for Pensions 

¶ Schedule of [Employerôs] Proportionate Share of Net OPEB Liability 

¶ Schedule of [Employerôs] Contributions for OPEB 

 

Supplementary Schedules  
 

The information and financial statements required above include the schedules listed below. 
These audited schedules should be included in the published audited financial report after the 
Notes to the Financial Statements. Examples of these schedules are included in Section 9, 

Supplemental Schedules A-D and Section 10, Schedules of Expenditures of Federal Awards and 
State Awards. 
 

¶ Schedule A ï Schedule of Operating Revenues 

¶ Schedule B ï Schedule of Operating Expenses by Object 

¶ Schedule C ï Schedule of Non-Operating Revenues and Expenses 

¶ Schedule D ï Schedule of Net Position by Source and Availability 

¶ Schedule E ï Schedule of Expenditures of Federal Awards (See CFR part 200, subpart 

F and the Uniform Guidance, Sec 200.500) 

¶ Schedule F ï Schedule of Expenditures of State Awards (See State of Texas Single 

Audit Circular A-133, Sec.___.310 (b) (1) -(7)) 

Statistical Supplemental Schedules  (Optional)  
 

The implementation of GASB Statement 44 has changed the requirements for this section. Each 
of these supplemental schedules includes statistics for the last 10 years, except where a change 

in reporting requirements makes this impossible. Statistical schedules should be displayed in a 
table format , and graphical presentation is optional. For required topics for statistical schedules, 
please see Section 11, Required Statistical Schedules. 
 

Additional schedules may be included in the published financial report , as required for internal 
management needs. Do not number optional supplemental schedules in a way that would confuse 
them with the numbering scheme for required exhibits and schedules.  
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Technical Specifications  

Rounding  
 
Round the dollar amounts on the primary financial statements, required supplementary schedules, 
and the federal assistance schedule to the nearest dollar. The exhibits and schedules must 
total. Do not include a footnote saying that the statements may not total due to 

rounding.  
 
Optional supplemental schedules may be rounded to the nearest dollar at the option of the 

institution.  
 

Order of Contents  

 
Arrange the items in the order shown in Section 2.2 through Schedule D. The arrangement of the 
remaining items is at the discretion of the institution.  

 

Page Numbers  
 
In general, number all pages of the audit report . The numbers should agree with the page 
numbers listed in the Table of Contents. 
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Sample Table of Contents  

Organizational Data 
 

¶ Names and Terms of the Board of Trustees/Regents 

¶ Principal Administrative Officers and the Business and Financial Staff  

¶ Report of Independent Certified Public Accountants on the Basic Financial Statements (and 

on Federal and State Schedules) 

¶ Managementôs Discussion and Analysis 

Exhibits 
 

¶ Statement of Net Position, Affiliated Organizationôs Statement of Financial Position 

¶ Statement of Fiduciary Net Position (if applicable under GASB 84) 

¶ Statement of Revenues, Expenses, and Changes in Net Position, Affiliated Organizationôs 

Statement of Activities 

¶ Statement of Changes in Fiduciary Net Position (if applicable under GASB 84) 

¶ Statement of Cash Flows 

Notes to the Basic Financial Statements 
 

Required Supplementary Information Schedules 
 

¶ Schedule of [Employerôs] Proportionate Share of Net Pension Liability 

¶ Schedule of [Employerôs] Contributions for Pensions 

¶ Schedule of [Employerôs] Proportionate Share of Net OPEB Liability 

¶ Schedule of [Employerôs] Contributions for OPEB   

Schedules 

 

¶ Schedule A ï Schedule of Operating Revenues 

¶ Schedule B ï Schedule of Operating Expenses by Object 

¶ Schedule C ï Schedule of Non-Operating Revenues and Expenses 

¶ Schedule D ï Schedule of Net Position by Source and Availability 

¶ Schedule E ï Schedule of Expenditures of Federal Awards 

¶ Schedule F ï Schedule of Expenditures of State Awards 

Report of Independent Certified Public Accountants on Internal Control over Financial Reporting 
and on Compliance and Other Matters Required by Governmental Auditing Standards 
 

Report of In dependent Certified Public Accountants on Compliance for Each Major Federal and 
State Program and on Internal Control over Compliance Required by OMB Uniform Grant Guidance 
and the State of Texas Single Audit Circular 

 
Report on Fraud, Abuse, or Illegal Acts (only when observed) 
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Schedule of Findings and Questioned Costs 
 
Schedule of Corrective Action for Audit Finding and Questioned Costs (if needed) 

 
Summary Schedule of Prior Year Audit Findings (if needed) 
 
Statistical Supplements (19 Schedules ï see Section 11 for details) 

 
Note :  Zero amount line items in Exhibits and Schedules are shown for illustrative purposes only 
and should be omitted from the face of the statement.  
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Sample Community College Organizational Data  

Sample Community College 
Organizational Data 

For the Fiscal Year YYYY 
 

 
 

Board of Trustees/Regents  
 

Officers 
 

Full Name  Board Title 
Full Name  Board Title 

 

Members 
 
 

Term Expires 

 August 31 
 

Full Name City, State  YYYY 

Full Name City, State  YYYY 
Full Name City, State  YYYY 
Full Name City, State  YYYY 

Full Name City, State  YYYY 
Full Name City, State  YYYY 
Full Name City, State  YYYY 

 
 

Principal Administrative Officers  
 

Full Name President 
Full Name Vice President of Academic Affairs 
Full Name Vice President of Business Affairs 

Full Name Vice President of Development 
Full Name Vice President of Student Services 
Full Name Dean of Academic Instruction 

Full Name Dean of Vocational Education 
Full Name Controller 
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Frequently Asked Questions   

Question 1  
 

What exhibits and schedules must be included in the financial presentation for the AFR? 
 

Answer 1  
 

The required financial presentation includes: 
 

Exhibit 1 Statement of Net Position (comparative) 
Exhibit 2 Statement of Revenues, Expenses, and Changes in Net Position (comparative) 
Exhibit 3 Statement of Cash Flows (comparative) 

RSI #1 Schedule of [Employerôs] Proportionate Share of Net Pension Liability (10 years) 
RSI #2 Schedule of [Employerôs] Contributions for Pensions (10 years) 
RSI #3 Schedule of [Employerôs] Proportionate Share of Net OPEB Liability (10 years) 

RSI #4 Schedule of [Employerôs] Contributions for OPEB (10 years) 
Schedule A Schedule of Operating Revenues (memo comparative) 

 Schedule B Schedule of Operating Expenses by Object (memo comparative) 

 Schedule C Schedule of Non-Operating Revenues and Expenses (memo comparative) 
 Schedule D Schedule of Net Position by Source and Availability (memo comparative) 

 Schedule E Schedule of Expenditures of Federal Awards 

 Schedule F Schedule of Expenditures of State Awards 
 

Question 2  

 
Because community colleges will be presenting comparative financial statements, which exhibits  
and schedules need to be comparative? 

 
Answer 2  
 
Basic financial statements (Exhibit 1, 2, and 3) and notes to the financial statements should be  
fully comparative. Schedules A, B, C, and D must disclose memorandum totals for the prior year. 
All the Required Supplementary Information (RSI#1 ï RSI#4) schedules should display 10 years 

of information , as they become available. 
year. 
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Checklist  

  THE ANNUAL FINANCIAL REPORTING REQUIREMENTS CHECKLIST 

Yes 

or 
N/A  

#  Criteria  

GENERAL  

 1.  
Due date for the audited annual financial report  to recipients listed in Section 2.1 
is January 1. 

 2.  Is a table of contents included that encompasses the entire report? [NCGAS 1:139]  

 3.  
Does the table of contents identify each statement and schedule by its full name , in 

accordance with the THECB reporting manual? 

 4.  
The financial statements must be arranged in numeric order. All pages must be numbered 
consecutively and must agree with the table of contents.  

 5.  
The names and terms of the Board of Trustees and key administrative officers, including 
business and financial staff, must be included in the financial report. [See Section 2. 5] 

 6.  Report should be proofread for typographical and grammatical errors.  

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS  (CPAs)  

 7.  Are the basic financial statements accompanying the report from the independent CPA? 

 8.  
Is the report from the independent CPA presented as the first item in the financial section 
of the report?  

 9.  

Does the CPAôs report on financials include reference to Generally Accepted Auditing 

Standards and Generally Accepted Government Auditing Standards issued by the 
Comptroller General of the United States? 

 10.  
Did the independent CPA express an unmodified opinion on the fair presentation of the 

basic financial statements in conformity with GAAP?  

 11.  Did the independent CPA sign and date the report? 

 12.  
Did the CPA include all paragraphs and wording, as required by the American Institute of 
Certified Public Accountants (AICPA), in the Statement of Position 98-3? 

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS  ON INTERNAL CONTROL 

OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS REQUIRED BY  
GOVERNMENT AUDITING STANDARDS  

 13.  Does the report contain all the required elements? [AICPA Audit & Accounting Guide] 

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS ON COMPLIANCE FOR EACH 

MAJOR FEDERAL AND STATE PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE 
REQUIRED BY OMB UNIFORM GUIDANCE AND THE STATE OF TEXAS SINGLE AUDIT 
CIRCULAR  

 14.  Does the report contain all the required elements? [AICPA Audit & Accounting Guide] 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS  

 15.  
Is the schedule prepared in accordance with OMB A-133/2 CFR part 200, subpart F 
Compliance Supplement and the AICPA Audit & Accounting Guide ï Government Auditing 

Standards? 
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  THE ANNUAL FINANCIAL REPORTING REQUIREMENTS CHECKLIST 

Yes 

or 
N/A  

#  Criteria  

 16.  
Are the proper federal programs that have been designated as a cluster in Part 5 ï 
Clusters of Programs, A-133 Compliance Supplement, audited as a single program if one 
has been selected as a Type A major program? 

 17.  Are Sections II and III included, even if there are no findings?  

 18.  
Is all required information given for any findings? See OMB Circular A-133/2 CFR part 200, 

subpart F, Sec.200.511 Audit Findings. 

 19.  
If there are any findings reported, is there also presented a Corrective Action Plan, which 
must list the employee responsible for the needed corrective action and the anticipated 

date of completion of the corrective action f or each listed finding? 

 20.  
Type A program not audited as a major program in one of the last two years must be 
audited as a major program this year. [OMB Circular A-133/2 CFR part 200, subpart F] 

 21.  
Title IV funding may be audited as a cluster of programs dependent on A-133/2 CFR part 
200, subpart F guidance. 

BASIC FINANCIAL STATEMENTS  

 22.  
Is a full set of basic financial statements presented (i.e., a Statement of Net Position; a 
Statement of Revenues, Expenses, and Changes in Net Position; and a Statement of Cash 
Flows)? [GASB 34, ¶91] 

 23.  
Are all the basic financial statements referred to by their appropriate title? [GASB 34, ¶91; 
THECB] 

 24.  Do all the basic financial statements include a reference to the notes? 

 25.  
Do all the basic financial statements foot and tie? (Adding a footnote that indicates your 

statements do not tie is not acceptable .) 

 26.  Is the difference between assets and liabilities reported as net position? [GASB 34, ¶30] 

 27.  
Are amounts reported in the notes correct, and do they agree with applicable amounts in the 
financial statements? 
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Section 3:  Managementôs Discussion and Analysis (M D&A)  

 
3.1 Introduction  

3.2 Overview of MD&A Requirements 
3.3 Additional MD&A Guidance 
3.4 Checklist ï MD&A 
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Introducti on  

Managementôs Discussion and Analysis (MD&A) is an analysis of the financial condition and 
operating results of the college written by its financial managers. Although it is required 
supplementary information, GASB requires that MD&A be presented before the basic financial 
statements because it introduces the statements and notes. GASB Statement 34, paragraph 8, 

states that MD&A should provide an ñobjective and easily readable analysis of the financial 
activities based on currently known facts, decisions, or conditions.ò 

 

The information presented here should be confined to the topics discussed in items 1 through 8 
below, according to GASB Statement 37, paragraph 4. Institutions are encouraged to use MD&A 
to share their knowledgeable insights on the transactions, events, legislation, and conditions that 

are reflected in the collegeôs financial report. 
 

Order of Contents  

 
I tems should be arranged in the order liste d below. 
 

Page Numbers  
 
In general, number all pages. The numbers should agree with the page numbers listed in the 

table of contents. 
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Overview of MD&A Requirements  

Brief Discussion of Basic Financial Statements  
 
The following is an outline of the requirements for MD&A. The information presented here should 
be confined to the topics presented below:  
 

¶ Explain the relationships of the statements to each other and significant 
differences in the information they provide.  

¶ Identify GASB references from which the statements were fashioned. 

¶ Include descriptions of the major components of the basic financial statements 
(at least in the first few years that GASB Statement 39 is applied). 
 

Condensed Comparative Financial Information  

 
This required information must be presented in the form of comparative  condensed financial 
statements. This format cannot be replaced by a graph. GASB Statement 34, 11b, prescribes this 

list and requires three yearsô worth of comparative data to be available at a glance to financial 
statement users. The required elements are as follows: 
 

¶ Total assets, distinguishing between capital and other assets 

¶ Total liabilities, distinguishing between long-term liabilities and other liabilities  
¶ Total net position, distinguishing among amounts in net investment in capital 

assets; restricted amounts; and unrestricted amounts  

¶ Operating revenue by major source and total operating revenues 

¶ Operating expenses by function and total operating expenses 
¶ Operating income (loss) 

¶ Non-operating revenues and expenses 
¶ Income before other revenues, expenses, gains, and losses 

¶ Capital contributions 
¶ Contributions to term and permanent endowments  

¶ Other contributions 
¶ Special and extraordinary items 

¶ Change in net position 

¶ Ending net position 

 
Overall Financial Position  
 
The third component of MD&A is the required analysis of the collegeôs overall financial position 
and results of operations. This component is perhaps the most important of the eight. It should 
assist users in assessing whether the collegeôs financial position has improved or deteriorated as 

a result of the yearôs operations. The emphasis is on assist for this component. GASB does not 
require management to determineðand reportðwhether the collegeôs financial position improved 
or deteriorated during the perio d. At best, this is a subjective assessment and must include 

ñsignificantò factors that caused the variations. 
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The underlying concept of the term ñsignificantò is the same as ñmaterial.ò The definition of 
materiality follows:  

 
ñThe omission or misstatement of an item in a financial report is material if, in the light of 
surrounding circumstances, the magnitude of the item is such that it is probable that the 

judgment of a reasonable person relying upon the report would have been changed or 
influenced by the inclusion or correction of the item.ò 

 

Several important things should be considered when preparing this component of MD&A: 
 

¶ The analysis should use as its starting point the condensed financial information 
discussed previously. 

¶ The analysis should include both the amounts and percentages of changes and 
the reasons for significant changes from the prior year.  

¶ The analysis should not be limited to the figures report ed in the financial 
statements. Important economic factors  that significantly affected operating 
results for the year , such as changes in the tax or employment bases, should be 
discussed. 

¶ As financial managers for the college, the authors of MD&A are in the best 
position to know why things changed financially. MD&A gives the authors an 
excellent opportunity to share their expertise.  

 

Analysis of Balances and Transactions of Individual Funds  
 
Not applicable to community colleges  
 

Analysis of Significant Budget Variations  

 
Not applicable to community colleges  
 

Significant Capital Asset and Long -Term Debt Activity  
 
Essentially, this section should be a summary of the information contained in the note disclosures 

for capital assets and long-term liabilities and should refer the reader to these required 
disclosures. 
 

Three types of information are required for this component of MD&A . These are as follows (as 
applicable): 
 

¶ Significant commitments made for capital expenses. This discussion should also 
indicate how the college intends to finance planned expenses. 

¶ Changes in credit ratings. Discuss both positive and negative changes, including 
a brief description of the reason for the change.  

¶ Debt limitations that may affect the financing of planned facilities or services.  
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Significant Changes in Infrastructure Assets  
 
Only if applicable to your institution  
 

Currently Known Facts, Decisions, or Conditions  

 
The final component is the requirement to report on currently known facts, decisions , or 
conditions that are expected to have a significant effect on the collegeôs financial position (net 

position) or results of operations (revenu es, expenses, and other changes in net position). This 
information is intended to help users assess future operations of the college. However, financial 
managers are not asked to make projections. The term ñcurrently knownò means information that 

management is aware of as of the date of the auditorôs report. There is no need to repeat items 
in this component if they are already mentioned elsewhere. 
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Additional MD&A Guidance  

Reporting Component Unit Information in MD&A   
 
Community colleges are considered special purpose primary governments according to the 

definition in GASB Statement 14. Therefore, they must distinguish between the primary 
government and their discretely presented component units in their reports. The requirements 
for MD&A are no different from those of reporting in the basic financial statements. GASB 
Statement 34, paragraph 10, requires that MD&A distinguish between the primary government 

and its discretely presented component units. 
 
The focus of MD&A should be on the primary government. Discretely presented component unit 

information should be discussed in MD&A, when necessary, to present a financial analysis of the 
primary government, but only after consider ing the component unitôs significance to the total of 
all discretely presented component units and that component unitôs relationship with the primary 

government. In a ll cases, it is appropriate to refer the reader of MD&A to the MD&As presented 
in the component unitsô own separately issued financial reports. 
 

Make MD&A Easily Readable  
 
MD&A should be written for a reader who has some knowledge of finances and a willingness to 

put forth the effort to understand the financial statements. Avoid adding information not required 
in the MD&A. 
 

Financial managers should use ñplain Englishò when possible and explain advanced accounting 
terms. 
 

Charts, Graphs, and Tables  
 
Using visual displays of information increases the clarity of MD&A by cutting down on the amount 

of text that needs to be presented. 
 

Avoiding Boilerplate  Language  

 
Institutions should avoid making their MD&A appear like others and not use duplicate language. 
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Letter of Transmittal  
 
If your college prepares a Comprehensive Annual Financial Report (CAFR), a letter of transmittal 

is required. The following guidelines are suggested for presentation and minimum content:  
 

¶ The letter should be included in the introductory section of the CAFR (that is, 
before the financial section). 

¶ The institutionôs Chief Financial Officer must sign the letter . 
¶ The minimum contents include the following:  

Á Managementôs responsibility for financial information 
Á An explanation of the sections of a CAFR 

Á Definition of the financial reporting entity  
Á Economic condition and outlook including such topics as:  

o Overview of the local economy  

o Information regarding major industries affecting the local 

economy  

o Future economic outlook 

Á Major initiatives including such topics as: 

o Current-year projects 

o Future projects  

o Service efforts and accomplishments information for  selected 

departments or activities 

Á Financial information including such topics as:  

o Discussion of internal control framework and budgetary controls 

o General government functions 

o Proprietary operations 

o Debt administration 

o Cash management 

o Risk management 

o Fiduciary operations 

Á Other information including such topics as: 

o Independent audit  

o Awards 

o Acknowledgements 
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Checklist  

  THE ANNUAL FINANCIAL REPORTING REQUIREMENTS CHECKLIST  

Yes 

or 
N/A  

#  Criteria  

 28.  
Is MD&A presented, and does it follow the report of the independent CPA and precede 

the basic financial statements? [GASB 34, ¶11b] 

 29.  
Does MD&A present condensed financial data for three comparative years? Does 
condensed financial data include the elements listed in GASB 34, ¶11b? 

 30.   Total assets (distinguishing between capital and other assets)? [GASB 34, ¶11b] 

 31.  
Total liabilities (distinguishing between long -term liabilities and other liabilities)? [GASB 
34, ¶11b] 

 32.  
Total net position (distinguishing net investment in capital assets; restricted net position; 
and unrestricted net position)? [GASB 34, ¶11b] 

 33.  Operating revenues (by major sources)? [GASB 34, ¶11b (4)]  

 34.  Non-operating revenues (by major sources)? [GASB 34, ¶11b (5)]  

 35.  Program expenses by function? [GASB 34, ¶11b (5)]  

 36.  Change in net position? [GASB 34, ¶11b (13)]  

 37.  Ending net position? [GASB 34, ¶11b (14)]  

 38.  
Contributions (including capital, contributions to endowments, and other) ? [GASB 34, ¶11b 
(10)]  

 39.  
Does MD&A provide an overall analysis of the entity's financial position and results of 
operations to assess whether financial position has improved or deteriorated during the 
year, including reasons for significant changes? [GASB 34, ¶11c] 

 40.  

Does MD&A describe significant capital-asset and long-term debt activity during the year, 
including a change in credit rating and commitments made for capital expenses? [GASB 
34, ¶11f] . Refer readers to more detailed information in notes to the financial 

statements, if applicable. 

 41.  
Does MD&A include a description of currently known facts, decisions, or conditions that are 
expected to have a significant effect on the financial position ( net position) or results of 

operation? [GASB 34, ¶11] 

 42.  
Do the amounts reported in MD&A agree with related amounts in the basic financial 
statements? 

 43.  
Has the college refrained from addressing MD&A topics not specifically prescribed by GASB 
34? [GASB 37] 
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Section 4:  Statement of Net Position  (SNP)  

 
4.1 Introduction and Discussion  

4.2 Report Format ï Sample of Exhibit 1 ï Statement of Net Position 
4.3 Report Format ï Sample of Affiliated Organizations ï Statement of 

Financial Position 

4.4 Current Assets 
4.5 Noncurrent Assets 

4.6 Capital Assets Classifications 

4.7 Deferred Outflows of Resources 

4.8 Current Liabilities 

4.9 Noncurrent Liabilities 

4.10 Deferred Inflows of Resources 

4.11 Net Position 

4.12 Statement of Fiduciary Net Position (if applicable) 

4.13 Report Format ï Sample Statement of Fiduciary Net Position 

4.14 FAQ (Frequently Asked Questions) ï Statement of Net Position 

4.15 Checklist ï Statement of Net Position 
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Introduction  

The primary purpose of the Statement of Net Position is to provide information about an 
institutionôs assets, liabilities, and net position at a moment in time, generally at the end of a 
reporting period. The information provided helps users assess, among other things, the 
institutionôs liquidity, its ability to meet its obligations, and its needs for external financing. 

 

Minimum Requirements  
 
GASB Statement 34 sets forth certain minimum requirements for the Statement of Net Position 
in three areas, namely: 
 

¶ Classified format 

¶ Components of net position 

¶ Display of restricted net position 

Classified Format  

 
Assets and liabilities must be presented in a classified format that distinguishes between current 
and long-term assets and liabilities. 

 
The ñcurrentò classification applies to those assets that will be realized in cash, sold, or consumed 
within one year and those liabilities that will be discharged by use of current assets or the creation 

of other current liabilities within one year ( Accounting Research Bulletin 43). 
 

Reference to Notes  

 
Each financial statement should include a reference to the notes. 
 

Order of Liquidity  
 
Noncurrent liabilities should be listed on the Statement of Net Position in their order of liquidity.  

 

Components of Net Position  
 
The net position must be displayed in three broad components:  
 

¶ Net Investment in Capital Assets 
¶ Restricted 

¶ Unrestricted 
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Display of Restricted Net Position  
 
Within this component, institutions should distinguish between major categories of restrictions, 

e.g., student financial aid, instructional programs, loans, and debt service. 
 
When permanent endowments (those that must be maintained in perpetuity) are included in this 

component, restricted net position must be further divided and displayed in two subcomponentsð
expendable and nonexpendable. 
 
Note :  GASB Statement 34 does not permit  designations of unrestricted net position to be 

reported on the face of the Statement of Net Position. Such information, e.g. , disclosing governing 
board designations of unrestricted net position for certain uses , is required in Schedule D. 
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Report  Format ï Sample of Exhibit 1 ï Statement of Net Position  

 

Sample Community College

Statements of Net Position

August 31, XXXX and XXXX 

Exhibit 1

FY 2 FY 1
Assets

Current Assets

Cash and Cash Equivalents $X,XXX,XXX$X,XXX,XXX

Accounts Receivable (net) $X,XXX,XXX$X,XXX,XXX

Total Current Assets $X,XXX,XXX$X,XXX,XXX

NonCurrent Assets $X,XXX,XXX$X,XXX,XXX

Other long-term investments $X,XXX,XXX$X,XXX,XXX

Capital Assets, net $X,XXX,XXX$X,XXX,XXX

Total NonCurrent Assets $X,XXX,XXX$X,XXX,XXX

Total Assets $X,XXX,XXX$X,XXX,XXX

Deferred Outflows of Resources $X,XXX,XXX$X,XXX,XXX

Deferred Loss on Refunding $X,XXX,XXX$X,XXX,XXX

Deferred Outflows Related to Pensions $X,XXX,XXX$X,XXX,XXX

Deferred Outflows Related to OPEB $X,XXX,XXX$X,XXX,XXX

Total Deferred Outflows of Resourses $X,XXX,XXX$X,XXX,XXX

Liabilities and Net Position

Current Liabilities

Accounts Payable $X,XXX,XXX$X,XXX,XXX

Unearned Revenue $X,XXX,XXX$X,XXX,XXX

General Obligation Bonds - Current Portion $X,XXX,XXX$X,XXX,XXX

Total Current Liabilities $X,XXX,XXX$X,XXX,XXX

NonCurrent Liabilities

Unearned Revenue $X,XXX,XXX$X,XXX,XXX

Net Pension Liability $X,XXX,XXX$X,XXX,XXX

Net OPEB Liability $X,XXX,XXX$X,XXX,XXX

General Obligation Bonds $X,XXX,XXX$X,XXX,XXX

Total NonCurrent Liabilities $X,XXX,XXX$X,XXX,XXX

Total Liabilities $X,XXX,XXX$X,XXX,XXX

Deferred Inflows of Resources $X,XXX,XXX$X,XXX,XXX

Refunding of Debt $X,XXX,XXX$X,XXX,XXX

Deferred Inflows Related to Pensions $X,XXX,XXX$X,XXX,XXX

Deferred Inflows Related to OPEB $X,XXX,XXX$X,XXX,XXX

Total Deferred Inflows of Resources $X,XXX,XXX$X,XXX,XXX

Net Position $X,XXX,XXX$X,XXX,XXX

Net Investment in Capital Assets $X,XXX,XXX$X,XXX,XXX

Restricted for: $X,XXX,XXX$X,XXX,XXX

NonExpendable:

Endowments $X,XXX,XXX$X,XXX,XXX

Expendable

Debt Service $X,XXX,XXX$X,XXX,XXX

Unrestricted $X,XXX,XXX$X,XXX,XXX

Total Net Position (Schedule D) $X,XXX,XXX$X,XXX,XXX

Total Liabilities and Net Position $X,XXX,XXX$X,XXX,XXX
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Report  Format ï Sample of Affiliated Organization ôs ï Statement 

of Financial Position  

 

 Sample Community College      

Affiliated Organization      

Statement of Financial Position    

     

     

     

  FY2 FY1  

Assets      

Cash and cash equivalents $ 680,427  587,369   

Investments  3,082,318  4,535,798   

Accounts receivable     

Capital assets (net)     

Prepaid expenses  4,581    

Other  91,214  241,668   

     

   Total Assets   3,858,540  5,364,835   

     

Deferred Outflows of Resources      

Accumulated decrease in fair value of hedging  xxx,xxx xxx,xxx  

     

   Total Deferred Outflows of Resources   xxx,xxx  xxx,xxx   

     

Liabilities      

Accounts payable   26,987   

Debt obligations  3,736,368  864,772   

Other   1,709,545   

   Total Liabilities   3,736,368  3,601 ,304    

     

Deferred Inflows of Resources      

Deferred Inflow   xxx,xxx xxx,xxx  

     

   Total Deferred Inflows of Resources   xxx,xxx  xxx,xxx   

     

Net Position      

Unrestricted  122,172  267,898   

Temporarily Restricted     

Permanently Restricted     

  Total Net Position  $ 122,172  267,898   

     

The accompanying notes are an integral part of the financial statements.  
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Current Assets  

For Current Assets, the Statement of Net Position should contain, at a minimum, the following 
levels of detail: 
 

Cash and Cash Equivalents  

 
This item includes cash on hand, cash in banks (demand deposits, time deposits, and certificates 
of deposit), treasury bills, and treasury notes with original maturities of less than 90 days.  
 

¶ Cash on Hand ï any cash on hand at the end of the fiscal year . 

¶ Cash in Bank ï total amount of cash in local bank accounts. Note:  This should 

reflect only cash-in-demand accounts. 

¶ Cash Equivalents ï any short-term, highly liquid investments that are readily 

convertible to known amounts of cash and are so near their maturity that they 

present insignificant risk of changes in value from changes in interest rates. 

Investments in public funds investment pools usually would be reported as cash 

and cash equivalents. 

 
Short -Term Investments  
 
Short-term investments are those with maturities greater than three months but less than one 
year, based on the original date of purchase, or other investments with longer maturity  dates if 
the entity plans to sell the investment during the next fiscal year. Public funds investment pools 

may be reported here if the governing board so designates.  
 

GASB Statement 31 requires that investments be reported at fair market value on the balance 
sheet (See Section 7.4 for more information).  

 
Receivables  

 
Report each of these types of receivables on their respective line items, if material : 
 

¶ Accounts Receivable ï includes only the amount net of allowances of accounts 

receivable. Allowances for doubtful accounts should be disclosed as described in 

section 7.20. The calculation of the allowance for doubtful accounts should be on 

a reasonable, realistic, and supported basis. The remaining balance may be 

reflected as a reserve for accounts receivable (or non-liquid assets if combined 

with other nonmonetary assets).  

¶ Tuition and Fees Receivable ï includes only the net amount of tuition and fees 

receivable. Allowances for doubtful accounts should be disclosed as described in 

section 7.20. The calculation of the allowance for doubtful accounts should be on 

a reasonable, realistic, and supported basis. The remaining balance may be 

reflected as a reserve for tuition and fees receivable (or non-liquid assets if 

combined with other nonmonetary assets).  
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¶ Taxes Receivable ï includes the net amount of current and delinquent taxes 

receivable. Allowances for doubtful accounts should be disclosed as described in 

section 7.20. 

Other Assets  

 
This item includes expenses paid in advance that pertain to the subsequent fiscal year. An 
example is Pell scholarships disbursed to students in August for fall classes. 

 
Notes Receivable  
 
These are written contractual agreements containing a n unconditional promise to pay a certain 
sum of money under terms specified in the note for a period of one year or less.  
 

Notes receivable should be disclosed separately as a line item on the Statement of Net Position 
and not included with bond proceeds. 

 

Inventories  
 
Report on separate line items, if material:  

 

¶ Goods for Resale ï finished goods purchased by an entity for sale to another 

entity at an increased price. The total cost of goods for resale on hand as of a 

reporting date should be the amount reported as inventories for resale.  

¶ Consumable Supplies ï goods and/or items purchased for daily operations ( e.g., 

office supplies) and not for resale. The method used in costing the inventory must 

be explained in detail in the footnotes.  
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Noncurrent Assets  

For Noncurrent Assets, the Statement of Net Position should contain, at a minimum, the 
following levels of detail:  
 

Restricted Cash and Cash Equivalents  

 
This item includes unexpended cash balances restricted by donors or other outside agencies for 
specific purposes. They originate from income on restricted endowment funds, gifts whose donors 

have placed limitations on their use, grants from private or governmental sources fo r research, 
training, bond proceeds, and other sponsored funds. 

 

Endowment Investment s 
 
This item is defined as the resources for which donors, external agencies, or the governing board 
have stipulated that the principal of the fund is not expendable and must be invested for 
producing present and future income. That income may be expended or added to principal.  
 

Other Long -Term Investments  
 
These are assets held by an institution to produce revenues. Common market investments are 
corporate bonds and common or preferred stock. 
 
These assets should be considered long-term investments by definition and should not be 

confused with the investment of a temporary cash surplus. Management intent should also be a 
factor in determining whether an investment sho uld be classified as long-term. 
 

GASB Statement 31 requires that investments be reported at fair market value on the Statement 
of Net Position (See Section 7.4 for more information).  
 

GASB Statement 90 requires that if a governmentôs holding of an equity interest meets the 
definition of an investment, the equity interest should be reported as an investment and measured 
using the equity method . Moreover, the legally separate organization should not be reported as 

a component unit of the government . Alternately, if a governmentôs holding of a majority equity 
interest in a legally separate organization does not meet the definition of an investment, the 
holding of the majority equity interest results in the government being financially accountable for 

the organization; therefore, the government should report the legally separate organization as a 
component unit. The majority equity interest should be reported as an asset of the government 
or fund that holds the equity interest, measured using the equity method. These provisions should 

be applied on a prospective basis. 

 
Notes Receivable  

 
These are written contractual agreements containing an unconditional promise to pay a certain 
sum of money under terms specified in the note for a period greater than one  year. 

 
Notes receivable should be disclosed separately as a line item on the Statement of Net Position 
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and not included with bond proceeds. 
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Capital Asset Classifications  

Capital Assets (Net)  
 
Capital assets include real or personal property that has a value equal to or greater than the 

capitalization threshold for the particular classification of the asset and has an estimated life of 
greater than one year. Capitalization records the value of a capital item or the costs incurred to 
build or acquire the item as a capital asset. Capital assets that have a cost of $5,000 or more and 
have an estimated life greater than one year are capitalized. Major building repairs and 

maintenance of at least $100,000 or that significantly extend the buildingôs useful life also are 
capitalized. (See Section 7.2, Section 7.7 and Appendix B for a list of assets and estimated useful 
life). 

 
Not Subject to Depreciation  
 
Land . Land is real property acquired by purchase or gift to be used in the operations of the 
institution and is characterized by an unlimited useful life. The value of land purchased includes 
the amount paid; any costs involving the purchase, such as legal fees and recording fees; and 

any costs in the preparation of the land for its intended use, such as grading and clearing. The 
value of land acquired by gift is the fair market value at the time of the gift.  

 

Museums and Art Collections . All museum items, art and scienti fic collections, slide 
collections, etc., wherever located, are included. Library books that are considered ñcollections,ò 
similar to works of art and historical treasures, consistent with the provisions of GASB Statement 

34, may or may not be capitalized depending on whether the item is exhaustible or inexhaustible. 
Refer to GASB Statement 34, paragraphs 27-29 for further information.  

 

Construction in Progress . This classification includes construction of buildings, other 
improvements, and equipment that are in progress at the end of the fiscal year. The amount 
completed during the fiscal year should be capitalized. Per GASB Statement 34, net interest must 

be capitalized on construction in a proprietary fund as long as there is any outstanding debt, even 
if the outstanding debt has no relationship to the new project. (Refer to GASB 34 for further 
information.) 

 
Assets Subject to Depreciation  
 
Infrastructure . Infrastructure includes long-lived capital assets that normally are stationary in 
nature and typically may be preserved for a significantly greater number of years than most 
capital assets, such as roads, bridges, and sewer systems. 

 
Note:  The THECB recommends that community colleges only report infrastructure if the existing 
infrastructure is deemed material to the financial statements taken as a whole or if it is likely that 

material infrastructure components will be added to existing immaterial inf rastructure assets. 
Refer to GASB 34 if infrastructure is reported. 
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Buildings and Real Estate Improvements . These include: 
 

Buildings and Building Improvements. This includes the cost of permanent structures 

used in the operations of the institution. This includes any permanently attached fixtures 
or machinery that cannot be removed without impairing the use of the building. All direct 
costs of construction are included in the cost of the building. Building improvements should 
be capitalized based on the institutionôs account policy. 

 
Land Improvements . Other than buildings , all improvements to land fall into this 
category, which includes parking lots, fencing and gates, athletic fields, fountains, 

landscaping, etc. (See Section 12, Appendix B for a more comprehensive listing).  
 
Leasehold Improvements . These are improvements that meet or exceed the 

capitalization threshold (on a project basis) made to a leased structure for better utilization 
of the property over the term of the lea se. Improvements made in lieu of rent will be 
expensed in the period incurred. 

 
Library Books . All professional, academic, and research library books, as well as other library 
items, are included, regardless of the source of funds used in acquiring them. Book collections 

that are considered works of art are not depreciable. Library acquisitions are valued at cost or 
other reasonable basis and capitalized when purchases for the year reach a recommended $5,000 
threshold and have a useful life of greater than one year. Depreciation should be calculated based 

on a useful life of 15 years. The general library should maintain records of all books and other 
library items. These records will suffice as detailed inventory records and should not be duplicated 
in the inventory records of the business office. Donated books should be recorded at fair market 

value, as of the date of the gift. Periodicals and subscriptions, including those in electron ic form, 
should be expensed as incurred.  
 

The THECB recommends using the group depreciation method to depreciate library books. The 

group method uses an average rate of depreciation applied to the entire group of library books. 
Depreciation expense is computed by multiplying an average depreciation rate by the balance in 
the group asset control account at year -end. Deletions are valued at annually adjusted average 

cost. An unweighted or weighted method may be used to estimate the rate. Refer to paragrap hs 
163-166 of GASB Statement 34 for further information.  
 

When books are retired, the group asset account is credited for the average cost and the 
accumulated depreciation account is debited for the same amount; no losses or gains are 
recognized. Depreciation expense in subsequent years will change as items are added or useful 

life estimates revised. Note:  Accumulated depreciation should not exceed the reported cost of 
the assets. 
 

Equipment . Equipment represents personal property that is movable. Examples include 

furniture, office and teaching equipment, telecommunications and peripheral equipment, and 
livestock. Equipment includes all personal property that has all of these characteristics: (1) an 
acquisition value in excess of a specific minimum (dollar amount) for each unit  (with the 

recommendation that the equipment have a useful life of one or more years and an acquisition 
cost of $5,000 or more per unit. This definition is consistent with federal requirement outlined in 
Circular A-21.); (2) an expected useful life in excess of a specific minimum period; and (3) an 

identity that is not altered materially through use. Portable buildings are also a component of this 
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category. 
 

Asset Groups Summary  

 
The THECBôs GASB Task Force has recommended the following classification of capital assets for 
Texas community and technical colleges. It has also made recommendations concerning useful 

life and residual value for each classification to aid in determin ing depreciation expense. Each 
community college district may establish its own policy for useful life and residual value.  
 

ASSET GROUPS SUBJECT TO DEPRECIATION 
USEFUL 
   LIFE 

RESIDUAL  
VALUE 

I.  Buildings and Real Estate Improvements   

      Buildings and Building Improvements 50 Years 10% 
      Land Improvements 20 Years 10% 
      Leasehold Improvements Lease Term None 

   
II.  Infrastructure (if reported separately)  See GASB 34 None 

   

III.  Library Books 15 Years None 
   

IV. Equipment Lease Term None 

 Furniture, Machinery, Vehicles, and Other Equipment 10 Years None 
 Telecommunications and Peripheral Equipment 5 Years None 
   

Asset Group Classification Details  
 
See Section 12, Appendix B, for a detailed list of capital assets by classification. 
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Deferred Outflows of Resources  

Deferred Outflows  of Resources  
 
A deferred outflow of resources is a consumption of net position by a government that is 
applicable to a future reporting period(s).  These include, but are not limited to , long-term 
prepayments of expenses subject to amortization, the cost of insuring debt , and certain pension 

costs not recognized in the current reporting period . 
 
Under GASB Statements 68 and 75, all community colleges will report amounts in deferred 

outflows of resources called ñdeferred outflows of resources related to pensionsò and ñdeferred 
outflows of resources related to OPEB.ò Changes in the net pension and net OPEB liability that 
are not included in pension or OPEB expense in the current year (deferred) must be reported as 

deferred outflows of resources or deferred inflows of resources related to pensions  or OPEB. 
Community colleges must recognize their proportionate share of the collective (plan-level) 
deferred outflows of resources related to pensions and OPEB. 

 
Deferred outflows of resources related to pensions or OPEB can potentially result from the 
following:  

 

1. Differences between expected and actual experience with regard to economic and 

demographic factors (differences between expected and actual experience) 

 

2. Changes in assumptions about future economic or demographic factors or of other inputs 

(changes in assumptions or other inputs, a.k.a. changes in actuarial assumptions) 

 

3. Net differences between projected and actual earnings on pension and OPEB plan 

investments (net difference between projected and actual investment earnings)  

 

4. Changes in the employerôs proportion and differences between the employerôs 

contributions and the employerôs proportionate share of contributions to pension or OPEB 

plans 

 

5. Employerôs contributions to the pension or OPEB plans are made after the measurement 

date of the net pension or net OPEB liability 

 

GASB Statement No. 83, Certain Asset Retirement Obligations, requires that a deferred outflow 

of resources associated with an Asset Retirement Obligation (ARO) be measured and recorded at 
the amount of the corresponding liability upon initial measurement if and only if a commu nity 
college determines that an ARO must be reported in its financial statements. The deferred outflow 

of resources related to an ARO should be reduced and recognized (for example, as an expense) 
in a systematic and rational manner over the estimated usefu l life of the tangible capital asset.  
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Current Liabilities  

For current liabilities, the Statement of Net Position should contain, at a minimum, the following 
levels of detail: 
 

Accounts Payable  
 

This item is defined as a liability or amount owed to a creditor for goods or services received that 
resulted from an oral or implied promise to pay. Most accounts payable result from the purchase 

of goods, supplies, equipment, and/or services received. 
 

Accrued Liabilities  
 

This item includes obligations that accumulate systematically over time. The recording of these 
liabilities and the accompanying expenses is usually deferred to the end of the accounting period. 
An accrued expense is an expense that has been incurred during the accounting period but has 

neither been paid nor recorded. Examples of accrued liabilities are payroll, payroll taxes, and 
interest. 
 

Accr ued Compensable Absences ï Current Portion  
 

This is the portion of compensable absences due within one year. The estimate could be based 

on historical trends or budgeted amounts and may be affected by other factors , such as the 
institutionôs policy regarding unused leave amounts from prior years. 
 

Funds Held for Others  
 

These are funds in the custody of the institution but not belonging to it. Colleges and universities 
often serve as depositories or fiscal agents for student organizations, faculty committees, or for 

other groups connected with the institutions. An example would be federal funds re ceived, but 
not expended, in the same fiscal year. Funds held for others also could be classified as a 
noncurrent liability. 
 

Unearned Revenue  
 

Payments received by the institution in advance for goods or services to be rendered in a 

subsequent period. Unearned revenue should only be reported when cash has been received and 
should not be reported as revenue until earned.  
 

Notes Payable ï Current Portion  
 

These result from issuing an interest-bearing certificate or making a loan to derive resources to 

finance acquisition of long-lived assets that are payable within one year or less. Any debt 
instrument considered Commercial Paper or Variable Rate Notes refinanced for less than one year 
should be classified as notes payable. 

 

Bonds Payable  ï Current Portion  
 

This item includes amounts due within one year on interest -bearing certificates issued to derive 
resources to finance the acquisition of long-lived assets. 
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Net Pension Liability ï Current Portion  
 

Community colleges should refer to Question and Answer (Q&A) #7.22.6 below, taken from the 
Comprehensive Implementation Guide included in the Governmental Accounting Research System 
(GARS) published online by the GASB to determine whether it is necessary to report a current 
portion of their Net Pension liability. See excerpt below**.  

 

Net OPEB Liability  ï Current Portion  
 

Community colleges should refer to Question and Answer (Q&A) #7.22.6 below, taken from the 
Comprehensive Implementation Guide included in the Governmental Accounting Research System 
(GARS) published online by the GASB to determine whether it is necessary to report a current 

portion of their Net Pension liability. See excerpt below**.  

** Excerpt from Comprehensive Implementation Guide included in the Governmental Accounting 

Research System published online by the GASB: 

7.22.6.     

QðIf a government reports a liability to employees for defined benefit pensions or defined 
benefit OPEB in its government-wide statement of net position, how is the "amount due within 

one year" determined? 

AðIf the government reports a pension or OPEB liability to employees under Statement 68, as 
amended, Statement 73, as amended, or Statement 75, as amended, the amount of the pension 

or OPEB liability that is "due" within one year is the amount of benefit payments expected to be 
paid within one year, net of the pension or OPEB plan's fiduciary net position, if any, availab le to 
pay that amount. Therefore, for a pension liability to employees reported under Statement 68, as 

amended, or for an OPEB liability to employees for benefits provided through an OPEB plan that 
is administered through a trust (or equivalent arrangement ) that meets the criteria in paragraph 
4 of Statement 75, there would be no amount that is "due" within one year unless the pension 

or OPEB plan's fiduciary net position is less than the amount of benefit payments expected to be 
paid within one year. For a pension liability to employees reported under Statement 73, as 
amended, or an OPEB liability to employees for benefits provided through an OPEB plan that is 

not administered through a trust (or equivalent arrangement) that meets the criteria in paragraph 
4 of Statement 75, there is no pension or OPEB plan fiduciary net position; therefore, the amount 
"due" within one year would be the full amount of benefit payments expected to be paid within 

one year.  
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Noncurrent Liabilities  

For noncurrent liabilities, the Statement of Net Position or the notes to the financial statements 
should contain, at a minimum, the following levels of detail:  

 
Accrued Compensable Absences ï Noncurrent Portion  
 

This is the portion of compensable absences expected to be paid after one year or more. The 
estimate could be based on historical trends or budgeted amounts and may be affected by other 
factors such as the institutionôs policy regarding unused amounts from prior periods.  

 
Note s Payable ï Noncurrent Portion  
 

These result from issuing an interest-bearing certificate or making a loan to derive resources to 
finance the acquisition of long-lived assets that are payable in installments greater than one year. 
Any debt instrument considered Commercial Paper or Variable Rate Notes refinanced for greater 

than one year should be classified as notes payable. 

 
Bonds Payable ï Noncurrent Portion  
 
These are amounts due beyond one year on interest-bearing certificates issued to derive 
resources to finance the acquisition of long-lived assets. 

 

Net Pension Liabilit y ï Noncurrent Portion  
 
Under GASB Statement 68, the net pension liability is not required to be displayed separately on 
the face of the financial statements. However, for some institutions, it will be a significant balance 
and may be displayed separately on the face of the financial statements.  Professional judgment 

should be used. 
 

Net OPEB Liabilit y ï Noncurrent Portion  

 
Under GASB Statement 75, the net OPEB liability is not required to be displayed separately on 
the face of the financial statements. However, for some institutions, it will be a significant balance 

and may be displayed separately on the face of the financial statements.  Professional judgment 
should be used.  
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Deferred Inflows of Resources  

Deferred Inflows of Resources  
 
A deferred inflow of resources is an acquisition of net position by a government that is applicable 
to a future reporting period(s).  These include, but are not limited to,  certain pension costs not 
recognized in the current reporting period.  

 
Under GASB Statements 68 and 75, community colleges will report  amounts in deferred inflows 
of resources called ñdeferred inflows of resources related to pensionsò and ñdeferred inflows of 

resources related to OPEB.ò Changes in the net pension or OPEB liability that are not included in 
pension or OPEB expense in the current year (deferred) must be reported as deferred outflows 
of resources or deferred inflows of resources related to pensions or OPEB. Community colleges 

must recognize their proportionate share of the collective (plan -level) deferred inflows of 
resources related to pensions and OPEB. 
 

Deferred inflows of resources related to pensions or OPEB can potentially result from the 
following:  
 

1. Differences between expected and actual experience with regard to economic and 

demographic factors (differences between expected and actual experience) 

 

2. Changes in assumptions about future economic or demographic factors or of other inputs 

(changes in assumptions or other inputs, a.k.a. changes in actuarial assumptions) 

 

3. Net differences between projected and actual earnings on pension or OPEB plan 

investments (net dif ference between projected and actual investment earnings) 

 

4. Changes in the employerôs proportion and differences between the employerôs 

contributions and the employerôs proportionate share of contributions to pension or OPEB 

plans 

 

5. Employerôs contributions to the pension or OPEB plans are made after the measurement 

date of the net pension or OPEB liability 
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Net Position  

For net position, the Statement of Net Position should contain, at a minimum, the levels of detail 
that follow.  

 
Net Investment in Capital Assets  
 

This item consists of capital assets, including restricted capital assets net of accumulated 
depreciation that are reduced by the outstanding balances of any bonds, mortgages, notes, or 
other borrowings that are attributable to the acquisition, construction, or improvement of those 

assets. 

 
Restricted Nonexpendable  
 
These are net position assets that are required to be retained in perpetuity , such as permanent 
endowments or permanent fund principal amounts. Some examples of nonexpendable assets are 

scholarships, fellowships, and research. 

 
Restricted Expendable  
 
These are net position assets that are restricted due to constraints placed on the assets either by 
external creditors, such as debt covenants, or grantors, or imposed by laws or regulations of 

other governments. This does not include net position  assets restricted by the collegeôs governing 
board. Some examples are scholarships and fellowships, research, instructional department uses, 
loans, capital projects, and debt service. 

 
Unrestricted Net Position  
 

This item consists of net position  assets not meeting the definition of ñrestrictedò or ñnet 
investment in capital assets.ò The distribution of this net position must not be presented on the 
face of the financial statement but may be presented in the notes.  
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Statement of Fiduciary Net Position (if required by GASB 84)  

GASB Statement No. 84, Fiduciary Activities, requires that a Statement of Fiduciary Net Position 
be presented if a state or local government has a component unit(s), pension or OPEB 

arrangement, or other activities that meet certain criteria. The focus of the criteria generally is 
on (1) whether a government is controlling the assets of the fiduciary activity and (2) the 
beneficiaries with whom a fiduciary relationship exists. Separate criteria are included to identify 

fiduciary component units and postemployment benefit arrangements that are fiduciary activities. 
 
The flowcharts on the following pages, obtained from Appendix C of GASB 84, can be used to 

evaluate whether a component unit, pension or OPEB arrangement, or other activity meets the 
applicable criteria for inclusion in a Statement of Fiduciary Net Position. 
 

Note:  The following flowcharts are intended to aid in the application of the provisions of 
Statement No. 84. The flowcharts are nonauthoritative and do not cover all aspects of Statement 
No. 84 and should not be used in place of the statement itself.  
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Funds held on behalf of student clubs and organizations are a common example of a fiduciary 

activity for community colleges in Texas. The provisions of Statement No. 84 need not be applied 
to immaterial items as determi ned by management. Managementôs assessment of materiality 
should not only consider year-end balances but also the volume of activity in the funds throughout 

the year. 
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Report  Format ï Sample Statement of Fiduciary Net Position  

 
 

 
Note:  The sample Statement of Fiduciary Net Position above was obtained from Appendix D of 
GASB 84. It illustrates an example of a Statement of Fiduciary Net Position for a hypothetical 

government. The example is illustrative only and should not be considered authoritative.
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Frequently Asked Questions  

  
Question 1  

 
Do we disregard mandatory and nonmandatory transfers between funds because they zero each 
other out? 

 
Answer 1  
 

Yes, for the core financial statements (assuming you have no separately reported component 
units, per GASB Statement 34). 
 

Question 2  
 
Do we report land and site improvements on a separate line called Investments in Real Estate, 
which is separate from capital assets, net, etc., on the Statement of Net Position? 

 
Answer 2  
 

If the land is being held for the production of income or future sa le, it should be reported as a 
separate line in the noncurrent assets section. It should not be included in capital assets. 
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Checklist  

  THE ANNUAL FINANCIAL REPORTING REQUIREMENTS CHECKLIST  

Yes 
or 

N/A  
#  Criteria  

STATEMENT OF NET POSITION  (EXHIBIT 1)  

 
44.  Does the Statement of Net Position report separate sections for assets, deferred outflows of 

resources, liabilities, and deferred inflows of resources, as applicable? [GASB 63 ¶7]  

  
45.  

Are assets and liabilities classified as current and noncurrent? [GASB 34, ¶97] 

 
46.  

Are restrictions on cash or investments properly disclosed (SFAS No. 5), and are restricted 
amounts appropriately segregated from other cash items? Show as noncurrent assets. [ARB 
43]  

 
47.  

Are bank overdrafts reported as liabilities? 

 
48.  Are investments in TexPool, Lone Star, and other investments with original maturities of 

three months or less considered cash equivalents?  

 
49.  

Is there a subtotal for ñtotal liabilities?ò [NCGAS I, appendix A. example 1; G-94, p. 443] 

 
50.  

Has the college refrained from reporting changes in the fair value of investments as a contra-
equity account (instead of including the change as part of investment income)? [GASB 31, 

¶13] 

 
51.  Is the difference between assets plus deferred outflows of resources and liabilities plus 

deferred inflows of resources reported as net position? [GASB 34, ¶98, note 40]  

 
52.  

Is the balance of net position subdivided into the following categories, as appropriate : 1) net 
investment in capital assets, 2) restricted net position, and 3) unrestricted net position? 
[GASB 34, ¶98] 

 
53.  Has the college refrained from reporting designations of unrestricted net position on the face of 

the Statement of Net Position? [GASB 34, ¶37] 

 
54.  Net position reported on Statement of Net Position (Exhibit 1) must tie to amount reported 

on the Statement of Revenues, Expenses, and Changes in Net Position (Exhibit 2).  

 
55.  

Do the amounts, per the Statement of Net Position, tie to the appropriate footnotes? 
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Section 5: Statement of Revenues, Expenses, and Changes in Net 

Position (S RECNP)  

 

5.1 Introduction  

5.2 Report Format Sample of Statement of Revenues, Expenses, and 

Changes in Net Position (Exhibit 2) 

5.3 Sample of Affiliated Organizations ï Statement of Activities 

5.4 Revenues 

5.5 Expenses 

5.6 Other Reporting Issue ï Component Units 

5.7 Statement of Changes in Fiduciary Net Position 

5.8 Report Format ï Sample Statement of Changes in Fiduciary Net 

Position 

5.9 FAQ (Frequently Asked Questions) ï SRECNP 

5.10 Checklist ï SRECNP 
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Introduction  

The intent of the GASB statement of activities is to report the burden of the governmentôs 
functions on non-operating revenues, defined as the amount of the functions that are not 
supported by charges to users (GASB 34 38). 
 

Establishing the financial burden on the reporting governmentôs citizenry or taxpayers as a 
financial reporting focus has introduced a new dimension to governmental financial reporting. 
The GASB believes that this clearly defined presentation of governmental operations provides an 

opportunity for analysis and insight previously not possible (GASB 34, ¶344(c)).  
 
The Statement of Revenues, Expenses, and Changes in Net Position should be presented in the 

following sequence using the all-inclusive format (GASB 34, ¶101): 
 

¶ Operating revenues (detailed) 

Á Total operating revenues 

¶ Operating expenses (detailed) 

Á Total operating expenses 

o Operating income (loss) 

¶ Non-Operating revenues and expenses (detailed) 

Á Income before other revenues, expenses, gains, and losses 

¶ Capital contributions (grant, developer, and other), additions to permanent and 

term endowments, and special and extraordinary items (detailed)  

Á Increase (decrease) in net position 

¶ Net position ï beginning of period 

Á Net position ï end of period 
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Report  Format  ï Sample of Exhibit  2 ï SRECNP 
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Report Format ï Sample of Affiliated Organization ôs ï Statement 

of Activities  

 
 
 

 
 

 
 
 
 
 
 

 
 

 
 

 
 
 
 

 
 
 

 
 

 
 

 
 
 
 
 
 
 
 
 
 

 
 
 

The accompanying notes are an integral part of the financial statements.  
 
 
 

Sample Community 
College      

Affiliated Organization      

Statement of Activities      

     

     

     

  FY2 FY1  

     

     

Revenue      

Sales and Service $    

Grants and Contracts   45,673   

Interest Income   11,977    

Unrealized Investment Income   12,654   

Gifts   557,985   

Other  298,030  63,498   

    Total Revenue   310,007  679,810   

     

     

Expenses      

Salary and wages  69,787  45,987   

Services and supplies  5,407    

Interest   370,404  308,851   

Depreciation  10,135    

Scholarships and research support  56,987   

Other   37,009   

   Total Expenses   455,733  448,834   

     

Change in net position   (145,726) 230,976   
Net Position at beginning of 
year  267,898  36,922   

Net Position  at end of year  $ 122,172  267,898   
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Revenues  

Instructions  
 
Revenues are required to be presented in the following manner (GASB 34, ¶100-103): 

 

¶ Operating Revenues  

¶ Non-Operating Revenues 

¶ Other Revenue (capital contributions, additions to endowments, and special and 

extraordinary items) 

In determining which of the se categories revenues fall under, the GASB advises that each 
institution establish a policy defining operating revenues. Revenues not defined as operating 
revenues automatically fall into the other categories.  

 
Operating Revenues  
 

As business-type activities, operating revenues should be defined as the results of exchange 
transactions with those who purchase, use, or directly benefit from the goods or services of the 
college. Revenues are recorded on the accrual basis of accounting. Revenues are recognized 

when earned, e.g., when goods are received or services are performed. Operating revenues 
should be reported gross of related expenses and net of any discount or sales allowance.  
 

Operating revenues can consist of the following categories: Tuition and Fees (net of discounts); 
Sales and Services of Educational Activities; Federal/State/Local Grants; Non-Governmental 
Grants and Contracts; Auxiliary Enterprises, and Other Operating Revenues.  

 
With GASB 34, ¶102 as guidance, each grant should be reviewed on its own merits. The exchange 
component should be considered. Grants that are essentially the same as a contract for services 

can be reported as an operating activity  but employ professional judgment. 
 
Funds held for third-party beneficiaries, e.g., students, that may not be used to support the 

collegeôs programs should not be considered revenues or expenses. These resources should be 
reported as cash and/or short-term investment assets and as a liability on the Statement of Net 
Position (See GASB 34, ¶69). 
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Non -Operating Revenues  
 
Non-operating revenues derive from non-exchange transactions or from those that are not 

reported as operating activities in the Statement of Cash Flows, such as investment income. Non-
exchange transactions are recognized in accordance with the standards in GASB Statement 33. 
 
Non-operating revenues consist of the following categories:  state appropriations (including 

restricted revenues, such as state insurance and benefit allocations); taxes levied by the college, 
i.e., funds provided by other entities for unrestricted purposes (other than state allocations); gifts 
(other than capital contributions); investment income not restricted to a  specific program; and 

other non-operating, non-capital revenues. 
 
Grant revenue related to Title IV programs is now considered non-operating revenue, based on 

guidance included in the GASB Implementation Guide. Question and Answer 7.72.10 on page 7-
97 states that institutions should record receipts as non -operating revenue. 

 

Other Revenue  
 
This item includes revenues from capital contributions, additions to endowments, and special and 

extraordinary items (GASB 34, ¶100, 377-378). 

 
Revenue Reporting Issues  
 
State Funds as Non -Operating Revenues . State funds should be defined as non-operating 
revenues in the revenue policy of colleges and reported accordingly. Both restricted and 

unrestricted appropriations are treated in this manner.  
 
Tuitio n and Fee Discounting . Tuition, fees, and other college charges should be reported net 

of discounts as defined by The National Association of College and University Business Officers 
(NACUBO) in Advisory Report 2000-05. This requires revenues from tuition, fees, and other 
student charges to be ñdiscountedò when paid by Pell and other funds. Report tuition, fees, and 

other college charges paid by the student or a third -party payer as revenues. 
 
Examples of tuition discounts are Texas Public Education Grant (TPEG), institutional scholarships, 

Pell grants, TEXAS grants, and privately gifted scholarship awards not to exceed the billable 
tuition & fees . Report any awards to students that exceed the billable tuition and fees as 
scholarship expense. 

 
The Texas Department of Assistive and Rehabilitative Services (DARS) Receipts . If a 
contract or Notice of Grant Award (NOGA) was received from DARS, the funds are reported as 

State Grants and Contracts. If other funds or reimbursements are received from DARS that are 
not per contract or NOGA, record them under Sales and Service of Educational Departments on 
Schedule A. 

 
Hazelwood Receipts . Report annual distributions from the Hazelwood Fund, pursuant to 
section 54.3411 of the Texas Education Code, as miscellaneous government revenues. 
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Deferred Pell Grant Awards . Record fall awards that occur in August as Deferred 
Inflows/Outflows.  
 

District Taxes (Ad Valorem) . Classify district taxes as non-operating revenues. 
 
Investment Income . Classify investment income as non-operating revenue, unless the income 
is legally restricted to a specific program. In that case , report investment income as operating 

revenues of the program, as in the case of endowment income restricted to specific programs.  
 
Restricted Revenues . The reporting for restricted revenues falls under the same revenue 

reporting categories listed earlier in this report. Under the single -column reporting format , these 
revenues would be included in the major source categories: 
 

Å Operating Revenues 
Å Non-Operating Revenues 
Å Other Revenue (capital contributions, additions to endowments, and 

special and extraordinary items) 
 
Auxiliary Enterprises . Auxiliary enterprise revenues are considered a ñmajor revenue sourceò 

and should be reported as a separate line in the operating revenue section. 
 
Provision for Bad Debt . For accounts receivables that affect revenue, record the provision for 

bad debt against the applicable revenue. For receivables that do not affect revenue, e.g., student 
loans, record as an expense. 
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Expenses  

A Texas public community college is considered a single governmental program business-type 
activity. The college is subcategorized into functional areas with direct expenses attributed to 

each area. Functional expenses are defined as the ñdirectò expenses specifically associated with 
a function and do not include allocations of indirect expenses.  
 

The functional categories for expenses will continue to be the current categories of:  
 

¶ Instruction  
¶ Research 

¶ Public Service 
¶ Academic Support 

¶ Student Services 

¶ Institutional Support  
¶ Operation of Maintenance and Plant 

¶ Scholarships and Fellowships 
¶ Auxiliary Enterprises 

¶ Depreciation 
 

Although reporting by natural classifications, e.g., salaries, equipment, etc., is an option and is 
considered by some to be more meaningful from a userôs standpoint, the functional presentation 

permits comparability with statements prepared before GASB Statement 34. 
 

Definitions of these categories have not changed under GASB Statement 34/35. However, 

expenses are reported now, rather than expenditures. GASB believes that expenses (i.e., 
consumption basis) provide more complete, objective, and comparable information about an 
institutionôs costs than do expenditures (i.e., acquisition basis). Following is an explanation of 

each functional expense category of Educational and General, Auxiliary Enterprises, and Other 
Expense Reporting Issues. 

 

Educational and General  
 

Instruction . This category includes expenses for all activities that are part of an institution's 
instructional program. Include expenses for credit and non -credit courses; for academic, 
vocational, and technical instruction; for developmental and tutorial instruction ; and for regular, 

special, and extension sessions. 
 
Expenses for departmental research and public service that are not separately budgeted should 

be included in this classification. 
 
Expenses of department chairs, in which instruction is still the primary role of the adm inistrator, 

are included in this category. 
 
This category should exclude expenses for academic administration when the primary assignment 

is administration, e.g., academic deans.  
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Research . This category should include all expenses for activities specifically organized to 
produce research outcomes. Expenses included in this category may be either internally or 

externally sponsored but must be separately budgeted. 
 
Public Service . This category should include funds expended for activities that are established 

primarily to provide non-instructional services beneficial to individuals and groups external to the 
institution.  
 

Academic Support . This category should include funds expended primarily to provide support 
services for the institution's primary missions: instruction, research,  and public service. It 
includes: (1) the retention, preservation, and display of educational materials, e.g., libraries, 

museums, and galleries; (2) academic administration, e.g., deansô salaries and office expenses; 
(3) technical support, e.g., computer services and audio-visual information; and (4) separately 
budgeted support for course and curriculum development, and related items.  

  
Student Services . This category should include funds expended for offices of admissions; 
registrarsô offices; and activities that primarily contribute to students' emotional and physical 
well-being, in addition to their intellectual, cultural, and social development outside the context 

of the formal instruction program.  
 
Institutional Support . This category should include expenses for the following: 

 

¶ Central executive level management and long-range planning of  

the entire institution  

¶ Fiscal operations 

¶ Administrative data processing 

¶ Space management 

¶ Employee personnel and records 

¶ Logistical activities that provide procurement, storerooms, safety, security, 

printing, and transportation services to the institution  

¶ Support services for faculty and staff that do not operate as  

auxiliary enterprises 

¶ Activities concerned with community and alumni relations, inclu ding 

development and fundraising 

¶ Bad debt related to receivables that donôt affect revenue, e.g., student loans 

¶ Campus security 

Operation of  Maintenance and  Plant . This category should include all expenses of current 
funds for the operation and maintenance of physical plant, net of amounts charged to auxiliary 
enterprises, hospitals, and independent operations. 

 
Scholarships and Fellowships . This category should include expenses for scholarships and 
fellowships, including tuition remissions and exemptions in grants to students , either from 

selection by the institution or from an entitlement program. If the institution does not select the 
recipient of the award and is onl y the custodian of the funds, as with The Reserve Officers' 
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Training Corps (ROTC) scholarships, report the funds as a fiduciary activity on the Statement of 
Net Position.  

 
Recipients of grants are not required to perform service to the institution as cons ideration of the 
grant, nor are they expected to repay the amount of the grant to the funding source. When 

services are required in exchange for financial assistance, as in the federal College Work Study 
Program, classify the charges as expenses of the department or organizational unit to which the 
service is rendered. 

 
Auxiliary Enterprises  
 

This item should contain all expenses relating to the operation of auxiliary enterprises, including 
expenses for operation and maintenance of plant and institutional support.  

 

Other Expense Reporting Issues  
 
Allocation of General Expense Not Required . Community colleges should continue to report 

direct expenses as they have in the past, under currently existing functional categories, and not 
allocate general expenses to the functional categories. 
 

Depreciation Expense . Report depreciation as a separate line under Operating Expenses rather 
than allocating it  to the functional categories.  
 

Interest Expense . Interest expense should be shown as a separate line item, similar to the 
presentation for depreciation expense, under the rationale that it benefits the collegeôs single 
program as a whole (See GASB 34, Paragraph 46). Interest expense is reported as a non-
operating expense. It may not be allocated to other functional expense categories.  
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Other Reporting Issues ï Component  Units  

Component Units  
 
Community colleges should review the following statements from the GASB for guidance on 

determining whether a legally separate entity is a component unit of the primary government and 
to determine proper accounting and reporting of the component unitôs financial information:  
 

¶ GASB Statement 14, The Financial Reporting Entity 

¶ GASB Statement 39, Determining Whether Certain Organizations are Component Units 

¶ GASB Statement 61, The Financial Reporting Entity: Omnibusðan amendment of GASB 

Statements No. 14 and No. 34 

¶ GASB Statement No. 80, Blending Requirements for Certain Component Unitsðan 

amendment of GASB Statement No. 14 

¶ GASB Statement No. 85, Omnibus 2017 

The GASB statements above establish the criteria to determine whether a legally separate entity 

should be considered a component unit of the primary government. In addition, these statements 
provide guidance about whether the financial information of a component unit should be blended 
(combined) with the financial information of the primary government or i f the financial information 

of a component unit should be discretely presented within the financial statements of the primary 
government. In accordance with paragraph 4 of GASB Statement No. 85, Omnibus 2017, a 
primary government that is a business-type activity and that uses a single-column presentation 

in its financial statements may blend a component unit only if the component unit meets a 
criterion for blending in paragraph 53 of Statement No. 14, The Financial Reporting Entity, as 
amended. 
 

Many Texas public community colleges have legally separate fundraising organizations that may 
qualify as component units. If the college determines that a legally separate component unit 
should be presented in its financial statements, the componentôs Statement of Financial Position 

and Statement of Activities should be presented on a separate page behind the primary 
institutionôs Statement of Net Position and SRECNP.  
 

For purposes of reporting under GASB 39, management should exercise professional judgment 
to determine if it would be misleading to include a potential component unit in its financial 
statements. If a potential component unit  has either 5% of the net position or 5% of the revenues 

of the primary institution, possible inclusion in the institutionôs financial statements should be 
considered by management of the primary government.
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Statement of Changes in Fiduciary Net Position (if required by 

GASB 84)  

GASB Statement No. 84, Fiduciary Activities, requires that a Statement of Fiduciary Net Position 

and a Statement of Changes in Fiduciary Net Position be presented if a state or local government 
has a component unit(s), pension or OPEB arrangement, or other activities that meet certain 
criteria. The focus of the criteria generally is on (1) whether a government is controlling the assets 

of the fiduciary activity and (2) the beneficiaries with whom a fiduciary relationship ex ists.  
Separate criteria are included to identify fiduciary component units and postemployment benefit 
arrangements that are fiduciary activities.  

 
The flowcharts on the following pages, obtained from Appendix C of GASB 84, can be used to 
evaluate whether a component unit, pension or OPEB arrangement, or other activity meets the 

applicable criteria for inclusion in a Statement of Fiduciary Net Position and Statement of Changes 
in Fiduciary Net Position. 
 

Note:  The following flowcharts are intended to aid in  the application of the provisions of 
Statement No. 84. The flowcharts are nonauthoritative and do not cover all aspects of Statement 
No. 84 and should not be used in place of the statement itself.  
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Funds held on behalf of student clubs and organizations are a common example of a fiduciary 

activity for community colleges in Texas. The provisions of Statement No. 84 need not be applied 
to immaterial items as determined by management. Managementôs assessment of materiality 
should not only consider year-end balances but also the volume of activity in the funds throughout 

the year.
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Report  Format ï Sample Statement of Changes in Fiduciary Net 

Position  

 
Note: The sample Statement of Changes in Fiduciary Net Position above was obtained from 
Appendix D of GASB 84. It shows an example of a Statement of Changes in Fiduciary Net Position; 

this example is illustrative only and should not be considered authoritative.  
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Frequently Asked Questions  

Question 1  
 

What would comprise discounts for Other Operating Revenues? It is shown as ñnet of discountsò 
on the SRECNP. Are bookstore sales a part of auxiliary enterprises/discounts? Do we have to 
separate out the division sales/discounts and report them as other operating revenues/discounts? 

That would be a very large job.  
 

Answer 1  
 

Bookstore sales are a part of auxiliary enterprises/discounts. Total auxiliary enterprises/discounts 
should be reported separately only if the amount is material. A better example of discounts 
reported under ñOther Operating Revenuesò is discounts on registration fees for seminars or 

conferences sponsored by instructional departments. Again, separate reporting of total ñOther 
Operating Revenues ï Discountsò is necessary if the amount is material. 
 

Question 2  
 

If a grant or contract provides for equipment acquisitions, how sho uld the amounts provided for 

equipment and other capital items be reported?  
 

Answer 2  
 

The primary purpose of the grant or contract dictates whether the transaction will be reported as 
operating or non-operating. If the agreement represents an exchange transaction and the 

equipment is merely incidental to the program activity, classif y it  as an operating activity. If the 
primary purpose is equipment acquisition, consider it a capital grant, and report the transaction 
as capital financing in the Statement of Cash Flows and as non-operating revenue in the SRECNP, 
if the acquisition exceeds the fixed-asset capitalization threshold. If the acquisition does not meet 

the capitalization threshold, that portion of the transaction must be reported in the operating 
activities section of the Statement of Cash Flows. 
 

Question 3  
 

How is the TPEG set-aside from tuition reported? Do we show the tuition and fees net of the 

TPEG set-aside? The THECBôs GASB Task Force recommendations direct us to record TPEG as 
tuition when it is awarded and applied to the student's account and when tuition discounts are 
offset at the same time.  
 

Answer 3  
 

On the Statement of Revenues, Expenses, and Changes in Net Position (Exhibit 2), tuition should 
be reported net of the set -aside (based on a certain percentage of gross tuition). On the Schedule 
A Schedule of Operating Revenues, the TPEG set-aside is broken out and reported separately 

under the total tuition section, and the total actual award amount is listed as a deduction under 
the Scholarship Allowances and Discounts section in the process of presenting Total Net Tuition 
and Fees. (See Section 9.2 of this manual). 
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Checklist  

 

  THE ANNUAL FINANCIAL REPORTING REQUIREMENTS CHECKLIST  

Yes 
or 

N/A  

#  Criteria  

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION  (EXHIBIT 2 ) 

 
56.  Does the statement distinguish between operating and non-operating revenues and 

expenses? [GASB 34, ¶100] 

 
57.  Has the college refrained from including taxes and gifts within the operating category?  

[GASB 34, ¶102] 

 
58.  

Is operating income/loss reported as a separate line item? [GASB 34, ¶100] 

 
59.  

Are state funds shown as non-operating revenue? 

 
60.  

Total operating revenues must tie to Schedule of Operating Revenues (Schedule A). 

 
61.  Are expenses shown by functional classification on face of statement? Reported amounts must 

tie to Schedule of Operating Expenses by Object (Schedule B). 

 
62.  

Is depreciation expense reported separately from other expense? [APB 12, ¶5]  

 
63.  Has bad debt expense been netted against related revenue or included as expense if it doesnôt 

affect revenue? 

 
64.  

Is change in net position reported as a separate line item? 
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Section 6:  Statement of Cash Flows  

 
6.1 Description of Statement of Cash Flows 

6.2 Operating Activities 
6.3 Non-Capital Financing Activities 
6.4 Capital and Related Financing Activities 

6.5 Investing Activities 
6.6 Reconciliation of Net Operating Income (loss) to Net Cash 

Provided (used) by Operating Activities 

6.7 Increase (Decrease) in Cash and Cash Equivalents 
6.8 Report Format 
6.9 Sample of Cash Flow Worksheets 

6.10 Sample of Exhibit 3 
6.11 FAQ (Frequently Asked Questions) ï Statement of Cash Flows 
6.12 Checklist ï Statement of Cash Flows 
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Descri ption of Statement of Cash Flow s 

Description of Statement of Cash Flows  
 

For the Statement of Cash Flows, operating cash outflows are reported as a deduction from cash 
inflows to derive net cash provided (used) by various activities of the entity. Both cash outflows 
and inflows usually are reported at gross. However, net report ing is permitted in limited instances 

when quick turnover, short maturity, and large amounts characterize the transactions.  
 
The Statement of Cash Flows also shows factors contributing to the change in cash from the 

beginning to the end of the reporting pe riod. The direct method converts accrual basis net income 
(loss) to a cash basis. Essentially the inflows and outflows follow the line items from the Statement 
of Revenues, Expenses and Change in Net Position. However, they are adjusted for non -cash 

transactions, as well as for changes between the previous year and the current year in Statement 
of Net Position line items such as receivables, inventories, payables, etc., that reflect the amount 
of cash inflow and outflow  for the period.  

 
Sections of the Statement of Cash Flows  
 

The Statement of Cash Flows is divided into five sections: 
 

¶ Cash Flows from Operating Activities 
¶ Cash Flows from Non-Capital Financing Activities 

¶ Cash Flows from Capital and Related Financing Activities 
¶ Cash Flows from Investing Activities 

¶ Reconciliation of Net Operating Income (loss) to Net Cash Provided (used) by 
Operating Activities 

 

Other Guidelines  
 
GASB Statement 34, paragraph 105, prescribes the direct method of presenting cash flows from 

operating activities. 
 

Cash and cash equivalents are items that are readily convertible to cash, while carrying an 

insignificant risk of change in value. Cash equivalents have original maturities of three months or 
less and include public funds investment pools, unless the governing board has issued a policy 
that deems them short -term investments. The definition of cash and cash equivalents should be 

included as part of the institutionôs significant accounting policy disclosure. 
 

Generally, all activities should be reported gross. 
 

The Statement of Cash Flows should include a reference to the notes. 
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Operating Activities  

Cash Flows from Operating Activities  
 

The Cash Flows from Operating Activities section should include, at a minimum, the following 
inflows and outflows:  
 

¶ Inflows:  

Á Receipts from students and other customers 
Á Receipts from operating grants and contracts 

Á Collection of loans made to students and employees 
Á Other cash receipts 

 

¶ Outflows: 

Á Payments to suppliers for goods and services 
Á Payments to or on behalf of employees 

Á Payments for scholarships and fellowships 
Á Loans issued to students 
Á Other cash payments 

 

 
Relationship of  SRECNP to Cash Flows  
 

Basic information for the inflows and outflows related to operating activities will come from the 
SRECNP operating revenues and expenses. Shown below are the operating revenue and expense 
line items from the SRECNP and the inflow or outflow to which each line typically relates. 
 

Revenues Cash Flow Line Item 

  

  

Tuition and Fees Receipts of tuition and fees 

  

Federal Grants and Contracts Receipts from federal grants and contracts 

  

State Grants and Contracts Receipts from state grants and contracts 

  

Non-Governmental Grants and 
Contracts 

Receipts from non-governmental grants and 
contracts 

  

Sales and Services of  
Educational Activities 

Receipts from sales and services of educational 
activities 

  

Auxiliary Enterprises Receipts from auxiliary enterprises 

  

General Operating Revenues Other receipts 

 Receipts from collections of loans to employees 

 Receipts from collections of loans to students 
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SRECNP Line Item Cash Flow Line Item 

Expenses  

Instruction  

Payments to suppliers for goods and services 
Payments to or on behalf of employees 

Payments to students under federal grants 
Payments for loans issued to employees 
Payments for loans issued to students 

  

Public Service 
Payments to suppliers for goods and services 
Payments to or on behalf of employees 

  

Academic Support 

Payments to suppliers for goods and services 
Payments to or on behalf of employees 

Payments to students under federal grants 
Payments for loans issued to employees 
Payments for loans issued to students 

  

Student Services 

Payments to suppliers for goods and services 

Payments to or on behalf of employees 
Payments to students under federal grants 
Payments for loans issued to employees 

Payments for loans issued to students 

  

Institutio nal Support 

Payments to suppliers for goods and services 

Payments to or on behalf of employees 
Payments to students under federal grants 
Payments for loans issued to employees 

Payments for loans issued to students 

  

Operation and Maintenance 

of Plant 

Payments to suppliers for goods and services 

Payments to or on behalf of employees 
Payments to students under federal grants 
Payments for loans issued to employees 

Payments for loans issued to students 

  

Scholarships and Fellowships 
Payments to suppliers for goods and services 
Payments to or on behalf of employees 
Payments for scholarships and fellowships 

  

Auxiliary Enterprises 

Payments to suppliers for goods and services 
Payments to or on behalf of employees 

Payments to students under federal grants 
Payments for scholarships and fellowships 
Payments for loans issued to employees 

Payments for loans issued to students 
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Depreciation, although in the operating expense section of the SRECNP, is a non-cash transaction 
and will appear as an adjusting item on the reconciliation of net operating income (loss) to net 

cash provided (used) by operating activities. 
 
The functional expense areas are split between the amounts for salaries and benefits paid to 

employees and the amounts paid to suppliers for goods and services. The breakdown of the 
expense information may be found on the Schedule of Operating Expenses by Object (Schedule 
B). 

 
Many of the amounts for line items for both revenues and expenses on the SRECNP will be further 
adjusted for the Statement of Cash Flows by changes in accounts receivables, allowance for 

doubtful accounts, prepaid expenses, inventories, accounts payable, other liabilities, etc., during 
the reporting period. The changes are found by comparing the current  and prior year columns of 
the Statement of Net Position (SONP). However, assets and liabilities are not broken down on the 

SONP by operating and non-operating activities. Therefore, care must be given in considering the 
source of change in these categories to assign such changes to the appropriate section of the 
Statement of Cash Flows. 
 










































































































































































































































































































































































































































